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The work before us? notably strengthens the forces making 
for the new conception of capital. Professor Fisher here 
renders a threefold service. He demonstrates mathematically 
the inconsistency of the old classification and conception of factors 
and incomes; he shows the mathematical consistency of the 
value concept of capital and of the capitalization theory of inter- 
est; and he illustrates by actuarial methods the application of the 
new conceptions to business problems. All three of these proofs 
have been offered before in verbal form, and the results are 
already accepted by a number of American economists. But it 
is always possible to miss the point more easily in a verbal argu- 
ment, especially when it involves the rejection of familiar con- 
ceptions. The argument at a number of points is here restated 
fully, clearly, and conclusively. The peculiar endowment and 
training of Professor Fisher as both mathematician and econo- 
mist made him uniquely capable of this notable performance in 
economic exposition. 

The chief topics and the order in which they are treated are 
as follows: The introduction treats of the nature of wealth, of 
property, and of utility. Part one deals with the nature of 
capital, of capital accounts in private and corporate business, and 
of various correct and incorrect methods of summing up 
capital, as revealed in a study of the principles of accountancy. 


1 The Nature of Capital and Income, by Irving Fisher, Ph.D., Professor of 
Political Economy, Yale University. Pp. xxi+427. New York: The Macmillan 
Co., 1906. 
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Part two deals with income in the usual concrete form of com- 
modities and money, applies the methods of accountancy to the 
estimation and summation of incomes, and concludes with the 
discussion of psychic income as the final or true form of which 
all others are but reflections. Part three approaches the central 
theme of the book, the ratios between capital and income: here 
are treated the interest rate, capitalization, and various account- 
ancy questions involving the distinction between capital and 
income. Summaries of the last part and of the whole work 
conclude the text which is followed by appendices, aggregating 
seventy pages, mostly on the mathematical formulae and methods 
of expressing capital and income. Many parts of the text also 
are illustrated with diagrams and mathematical examples. Such 
a brief list of topics gives no adequate idea of the methods and 
style of treatment. For these, as well as for substance of doc- 
trine, many of the chapters merit and must receive careful 
reading by economic students. 

Agreeing so fully with the general doctrines defended by 
Professor Fisher in opposition to the conventional conceptions, 
the reviewer deems it unneedful to attempt here a mere epitome 
of the various arguments. Nor would it be profitable to dissi- 
pate the discussion over a score or more of minor questions 
where the author may be in error. It seems best in the cause of 
economic science however, to call attention to some doubtful con- 
clusions, and, as a help to the interpretation of this work, to 
indicate how Professor Fisher’s views have developed since his 
first essays in this subject ten years ago. These comments con- 
veniently group themselves about the three parts of the text: 
(1) the nature of capital, (2) the nature of income, (3) the 
relation of capital and income, with a conclusion (4) on the rela- 
tion of Fisher’s doctrines to contemporary speculation. 

The nature of capital—Professor Fisher sees the essence 
of his contribution to the theory of capital in the distinction 
between a fund and a flow, “the most important application” of 
which “is to differentiate between capital and income.”? He 
gives this definition: 


*The Nature of Capital and Income, p. 52. 
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Capital is a fund and income a flow. This difference between capital and 
income, is, however, not the only one. There is another important difference, 
namely, that capital is wealth, and income is the service of wealth. We have 
therefore the following definitions: A stock of wealth existing at an instant 
of time is called capital. A flow of services through a period of time is 
called income. 


Thereafter he refers not to one but to two fundamental dis- 
tinctions between capital and income, those “between fund and 
flow, and between wealth and services.” * Here without com- 
ment or footnote, is introduced into the definitions of capital 
and income which he had presented ten years before a radically 
new element, and one denoting the abandonment of the former 
thought. His original view is indicated in the following 
quotations : 

All wealth presents a double aspect in reference to time. It forms a 
stock of wealth, and it forms a fow of wealth. The former is, I venture to 
maintain, capital, the latter, income and outgo, production and consumption.* 

The total capital in a community at any particular instant consists of all 
commodities of whatever sort and condition in existence in that community 
at that instant, and is antithetical to the streams of production, consumption 
and exchange of these very same commodities.® 

These [older] definitions . . . . assume that capital is one sort of wealth 
and income another Economists have thought of capital and income 
as different kinds of commodities instead of different aspects of commodity 
in time.” 


Endeavoring to account for the fact that Marshall did not 
apply this antithesis of fund and flow to capital and income, 
Fisher says: 


Possibly the reason why this step was not taken lies in the fact that 
Marshall conceives of income as a flow of pleasure rather than of goods. 
He conceives of capital as antithetical to the enjoyable income which it 
brings in. But the simpler antithesis is not between a stock of goods and 
the particular flow which it may earn or purchase, but between the stock and 
the flow of goods of the same kind.* 


5 Op. cit., p. 52. The italics in all the quotations in this review follow 
exactly the original texts. 


‘Op. cit., pp. 58, 324, et passim. 
5“What is Capital?” Economic Journal, Vol. VI (1896), p. 514. 
*Ibid., p. 514. 7 Ibid., p. 516. 8 Ibid., p. 527. 
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Marshall . . . . allowed the notion to survive that capital is one species 
of wealth and income another.’ 


In criticizing an expression of Edwin Cannan’s Fisher 
expresses what in his view is the error in it: 


the omission of the explicit statement that income and capital consist of the 
self-same goods.” 


Speaking of the distinction between capital and income, 
Fisher rejects again 
the old and harmful notion .... that this distinction implies some differ- 
ence in the kind of goods concerned.” 


At the beginning of the second article he reiterates the view 
that the sole distinction between capital and income is that 
between fund and flow. 


A full view of capital would be afforded by an instantaneous photograph 
of wealth.” 


The reviewer pointed out some years ago** the impossibility 
of this view, saying: 
this conception shares what I believe to be an error common with it to 
both of the others [Clark’s and Bohm-Bawerk’s] in that it makes the 
income of a community consist of “streams ....of the very same com- 
modities that compose the original capital.” There are many things that are 
a part of Fisher’s capital only and never are a part of the flow of income. 
Income differs from wealth not merely as an aspect but in the group of 
goods which compose it. 


In the book one may search in vain for the idea that wealth 
and income consist of goods of the same kind. It has been with- 
out comment abandoned and therewith has been taken away the 
very raison d’étre of the contrast between fund and flow. The 
original concept was unsound, the new idea is the all important 
one. 


* Loc. cit., p. 528.  Ibid., p. 533- " Ibid., p. 534. 

2 Ibid., Vol. VII, p. 199. So desirous was the author to emphasize the idea 
of stock as the essense of the capital concept, that he framed a definition doubly 
tautological: “stock of wealth existing at an instant of time.” In any applicable 
sense of the word stock, the stock of wealth must be both existing and at an 
instant of time. “Stock of wealth” tells it all. 


* Quarterly Journal of Economics, Vol. XV (1900), p. 19. 
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Let us look more closely at the origin and defects of the 
original concept. The only applicable definitions of stock that 
are found in the two authorities at hand are as follows: The 
Standard Dictionary definition (6): “any accumulated store or 
reserved supply that may be drawn on at will;” (7) “material 
accumulated or ready for employment.” The Century Diction- 
ary, definition (18) reads: “hoard or accumulation ; store; supply; 
fund which may be drawn upon as occasion demands.” These 
meanings accord fairly well with the thought of fund and flow of 
the same things, but accord ill with a stock of wealth and a flow 
of services. The stock of wealth of concrete goods is not an 
accumulation of services nor of incomes to be drawn upon as 
occasion demands, or a supply that may be drawn on at will. 

Is it not possible for the reader to make a shrewd guess as 
to one or two of the causes leading to the error in Fisher’s 
original definition? The first is, that he apparently identifies 
two very different propositions. He is contending for a con- 
ception of capital that includes all existing wealth and not merely 
produced productive agents. The proposition that “capital is 
not any particular kind of wealth, but a stock of wealth of any 
kind existing at an instant of time,” he deems equivalent to the 
proposition that capital is a fund and income a flow. So long as 
he held the idea that income consisted of the same things as 
capital, it was easy to identify the two thoughts. When later the 
idea of sameness of substance was given up, the definition was 
retained. 

Another contributory cause of this error may be better under- 
stood after the discussion of income and of ratios, but may be 
referred to now. Fisher began his study of capital !* with his 
attention fixed upon the relations between the inflow and out- 
flow of concrete goods. Not until the third article?® do other 
relations take a prominent part. All his illustrations in the first 
two articles apply to the conception of stocks and flows of the 
same goods (not incomes at all, as he later comes to see). Some 
examples will make this clear: 

“Three articles in Economic Journal, Vols. VI and VII (1896 and 1897). 
*% Tbid., Vol. VII, p. 511. 
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Stock relates to a point of time, flow to a stretch of time. Food in the 
pantry at any instant is capital, the monthly flow of food through the 
pantry is income.” 

Commodities of which a large stock exists are usually commodities 
whose flow is not conspicuous, while in those where the flow is large, the 
stock in turn is insignificant. Factories, ships and railways illustrate the 
first class; food, drink, fuel, iiluminants, the second. The former are there- 
fore set down as capital and the latter as income.” 

The stock of carpets in a store is not so closely associated with the 
flow of interest paid by the merchants in maintaining this stock, or of the 
profits earned by its use, as it is with the flow of carpets into and out of the 
store. The distinction between a stock and 2 flow of the same kind of 
goods is prior to that between a stock of one kind and a flow of another.” 


Other examples implying the same view are found in the 
contrast of rivers and lakes where in fact the water is the same, 
and of which Fisher says that behind the “arbitrary classification 
lies the real scientific distinction «between ‘gallons’ and ‘gallons 
per second.’”?® In another illustration of the case of money 
loans, the language used is: “the sum lent being a stock and 
the succession of interest payments constituting a flow.”’ Speak- 
ing of the wage fund, he says that it should have been looked 
upon as a flow dependent 


not upon the magnitude of the fund, but upon the rate at which it is 
replenished. This rate is not a fund at all, but a flow; it bears the same 
relation to a fund that a flow of so many gallons per hour does to a reservoir 
holding so many gallons of water.” 


At a later point, Fisher seems unconsciously criticizing his 
own doctrine when he says: 
in [most theories of income] the annual supply or consumption of food 
and clothing, not their use, is regarded as income. That is, income is con- 
ceived as a flow of the first of three kinds distinguished in this article 
instead of one of the third.” 


This is in the last article in which he has come to look upon 
services as the only thing deserving the name of income. 

Thus in the first article Fisher forms his peculiar concept of 
capital and frames a definition to fit a case which later analysis 

%* Op. cit., Vol. VI, p. 514.  Ibid., p. 516. 

" Tbid., p. 516. »” Ibid., p. 526. 

8 Ibid., Vol. VI, p. 527. *1 Tbid., Vol. VII, p. 530. 
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compels him to relegate to a non-fundamental place in his theory. 
Beginning by emphasizing as essential the sameness, he ends by 
emphasizing the contrast, of the things composing capital and 
income. 

The instant we include any such concrete wealth under the head of 
income, that instant we begin to confuse capital and income.” 


’ 


The misleading phrase “fund and flow’? must be looked upon as 
a historical accident and one unsuited to the better capital con- 
cept which Professor Fisher has now adopted. 

Another difficulty that will be more clearly seen later in this 
review is that the earlier concept applied to stocks or sums not 
expressed in terms of value. The reviewer has, on a previous 
occasion, directed a criticism to this point.?* In the first of the 
earlier articles, Fisher objected to Clark’s definition of value on 
the ground that he tried to include different sorts of capital under 
the same fund, reduced to a common equivalent in terms of 
value. He added: “the objection is not that the summation of 
value is inadmissible, but that it is a secondary operation.” ?* 
The whole implication is not clear but this much is, that in 
Fisher’s opinion the value summation is no essential part of 
the capital concept, and that a summation of concrete objects 
by inventory or by description of physical qualities, not only is 
a capital sum, but that it is the primary and essential capital 
sum. In the second article,?> value of wealth and value of prop- 
erty are admitted as two of the senses of capital, but stocks of 
wealth and of property as quantities (inventory and description 
without valuation) are given the titles of capital-wealth and 
capital-property. In the book these terms are retained but as 
hardly more than formalities, for nearly the whole attention is 
given to the value concept of capital. Fisher’s own treatment 
becomes subject to his own former criticism directed against 
another, for he includes “different sorts of capital in the same 

=The Nature of Capital and Income, p. 106. 


3 See Quarterly Journal of Economics, Vol. XV, p. 19. Further comment on 
Fisher’s present use of the value relation is found below, p. 143. 


% Economic Journal, Vol. VI, p. 530. 
*% Ibid., Vol. VII, p. 199. 
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fund, reduced to a common equivalent in terms of value.” 
Capital is still thought of as the “flash-light picture” of incomes,?® 
but it is said to be 

heterogeneous; it cannot be expressed in a single sum. We can inventory 
the separate columns, but we cannot add them together. They may, how- 
ever, be reduced to a homogeneous mass by considering not their kinds and 
quantities, but their values. And this value of any stock of wealth is also 
called capital... .. Unless it is otherwise specified, the term capital will 
be understood in this sense. 


This brings the treatment pretty nearly in harmony with the 
criticism to the effect that “the total quantity of many different 
kinds of goods cannot be expressed for economic purposes in a 
single sum, except in terms of value.27_ That this is a good and 
necessary change is unquestioned, but that it shifts Fisher’s con- 
cept from its original basis is no less certain. 

The nature of income.—Fisher’s income concept has under- 
gone a change no less radical and beneficial than has his capital 
concept. Three stages can be pretty clearly distinguished. First, 
income is conceived of as the flow of the same concrete com- 
modities which make up the fund of wealth, as seen in the 
examples given above. “The monthly flow of food through the 
pantry is income.’’* It is because he thus thinks of wealth as 
“used both for capital and income”’?® that Fisher framed his 
concept as he did. He criticized Marshall for conceiving of 
“income as a flow of pleasure rather than of goods.” Quite as 
strongly he criticized Cannan: 


Like Marshall, Cannan seems to conceive of income as a flow of 
pleasure, but capital as a stock of things; and thus, in spite of the clear 
statement of the time distinction between them, this distinction is not 
regarded as fully adequate, and there persists a trace of some additional 
distinction between the substances of which capital and income are com- 
posed.” 


No hint of any other view appears in the first article. 


* Nature of Capital and Income, p. 66. 

*™ Recent Discussion of the Capital Concept,” Quarterly Journal of Eco- 
nomics, Vol. XV, p. 19. 

*% Economic Journal, Vol. VI, p. 514. 

* Ibid., p. 532. ® Ibid., p. 534. 
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In the second article in distinguishing between wealth and 
property, a different thought is suggested of the services of 
wealth, i. e., the desirable events it occasions. A footnote refers 
to several writers who have discussed this subject. The thought 
lies near that these services are the income of the wealth; but no 
statement to that effect is made. Near the end of the third 
article, these services suddenly are presented, not only as income, 
but as the only income. The last problem treated in the article, 
that “of income and its distribution,’’*! begins: 


In some respects, the third group of relations, those between stocks of 
wealth and the flow of services they render is the most important and 
fundamental of all The value of the services we shall call the income 
from the wealth Textbooks now usually point out that a “part” of 
income consists of services of man and uses of durable wealth. I propose to 
go a step further and show that all income consists of services.™ 


The services cease in this view to be tangible things of the nature 
of wealth. 


Every article of wealth is to be pictured as simply the tangible and 
visible handle to hold fast invisible streamers or filaments of services reach- 
ing into the future.™ 


In the book this is in the main the notion of income presented : 


The only true method, in our view, is to regard uniformly as income 
the service of a dwelling to its owner (shelter, money or rental).™ 


The belief is implied that this sum of money-rentals and enjoyable 
services is a homogeneous income because it all consists of 
services to the owner.*® This is a complex of contractual money 
incomes and economic services of goods to men. This summa- 
tion of heterogeneous elements, direct services from goods and 
money payments by men in exchange for services of goods, is 
not a satisfactory solution of the problem, but it is “the solution 
offered in the present book” as a homogeneous expression of the 
real income concept.** 

31 Ibid., Vol. VII, pp. 512, 522. 

* Ibid., p. 526. * Nature of Capital and Income, p. 106. 

% Tbid., p. 526. * Ibid., pp. 105, 106, 112. 

*%Tbid., pp. 105, 112. In a later summary of enjoyable objective services 


the money income is not named (p. 165), and it is recognized as a different 
method of reckoning, apparently in conflict with the former view (p. 107). 
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Fisher is not satisfied with this himself, and in the third 
stage of his concept he is led to the “psychic stream of events as 
final income.” ** The income of enjoyable objective services 
leads up to subjective satisfactions. He says: “it is usually 
recognized by economists that we must not stop at the stage of 
this objective income. There is one more step before the process 
is complete.” He then defines subjective income “as the stream 
of consciousness of any human being,’ ** or “simply one’s 
whole conscious life.”*® Does this not go a bit too 
far in the widening of the concept, and ought it not to 
be limited to certain of the states of consciousness, making the 
definition run somewhat as follows: “the pleasurable psychic 
impressions which objective goods aid to produce’? *#° Fisher 
implies this limitation in saying later that to evaluate this income 
“it is only necessary for the individual to answer the question 
what money is he willing to pay for any enjoyment brought 
about by means of external wealth.” 4! The chapter has many 
just observations on the subjective items which “are by no 
means to be despised by the economist, who has far too long 
busied himself with a study of the superficial objective phe- 
nomena.” *? The thought, however, is far removed from that of 
an income of concrete wealth, indeed the original idea has quite 
disappeared. 

Fisher ends his formal analysis by enumerating three kinds 
of income, subjective, objective services, and money.** It is 
true, as Fisher says, that “we are at liberty to consider any one 
of them as income in its proper place,” but there is still danger 
of confusion, and he does not escape it. The argument that the 
process of exchange cannot contribute anything to the total 

Op. cit., p. 177. This is the view that was rejected by Fisher in the articles ; 
see above, p. 136. 

8 Tbid., p. 168. 

It is very questionable whether this is “usually” recognized. Only one 


reference in support of the statement is given in the footnote p. 165, and that 
one is to the reviewer's text which cites few precedents for the view. 


“ Fetter, The Principles of Economics, p. 43 (1904). 
“ Nature of Capital and Income, p. 177. 
* Tbid., p. 176. * Tbid., p. 177. 
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income of society becomes involved in ambiguities. The sale of 
a book occasions “an element of income to the seller and an 
element of outgo to the purchaser.” 44 And it is said that the book 
yields no income until the reader peruses it. This evidently con- 
fuses mere accounting in terms of money with psychic income. 
In the same vein it is said that “book selling adds nothing to the 
income of society, but the reading of the book does.” The error 
of this appears when we consider that, using words in the same 
sense, labor however productive, wealth however well directed 
toward increasing the fitness of goods to gratify wants, would 
add nothing to income; the final act of consumption alone would 
add to the income of society! 

A number of other passages present difficulties of the same 
kind. It is especially hard to tell what is the real or the “realized 
income” under discussion. At times it is purely “psychic satis- 
factions ;”*° again it seems to mean money income actually 
secured ; *® again money expenditure, even when largely made by 
using up invested capital.*? 

This same shifting meaning of income possibly accounts for 
the origin of Fisher’s doctrine that increase of capital value is 
not income.*® The doctrine in brief is that the increase of capital 
as it grows in value, as for example between two interest pay- 
ments, is not income when both capital and increase are reckoned 
in terms of money. If a forest, worth $20,000 ten years ago, is 
now worth $32,000, the increment of $12,000 may be counted as 
capital but not as income during that period.*® Fisher would not 
speak of income until the wood is cut and sold, and insists upon 
the distinction “between income that is realized by the investor 
and income which is earned by the capital.” °° This implies some 
idea of a kind of income that does not come to any person. He 
goes on: 


Realized income is the value of the actual services secured from the 


“ Tbid., p. 149. * Tbid., p. 326. * Ibid., p. 232. 

Chap. xiv, passim, especially p. 250. 

“It first appeared in criticizing Edwin Cannan, Economic Journal, Vol. VII, 
Pp. 532. 

* Op. cit., p. 232. © Ibid., p. 234. 
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capital; earned income is found by adding to realized income the increase of 
capital value, or deducting from it the decrease." Expressed in a single 
sentence, the general principle connecting realized and earned income is 
that they differ by the appreciation or depreciation of capital.” 


It is venturesome to question mathematical examples when 
presented by Professor Fisher, but these seem quite misleading. 
He says the truth of the doctrine “is evident from the fact that 
this item is never discounted in making up capital value.” ** 
This example follows: 

Suppose, for instance, with interest at 4 per cent., that a man buys an 
annuity of $4 a year, which does not begin at once but is deferred one year. 
Since this annuity will be worth $100 one year hence, its present value 
will be about $96, which, during the ensuing year, will gradually increase to 
$100. If this increase of value of (about) $4 is itself to be called income, 
it should be discounted. But this is absurd. The discounted value of $4 
would be $3.85, which, if added to the $96, would require $99.85, or prac- 
tically the same as a year later instead of $4 less as is actually the case. In 
other words, the hypothesis which counts an increase of value as income is 
self-destructive; for if the increment is income, it must be discounted, but, 
if discounted, it is practically abolished. 


It would indeed be absurd to discount the income a second 
time and add it to the capital value, for it has already been dis- 
counted and added to the capital sum. If it had not been, the 
capital sum would be the discounted value of an annuity to begin 
two years hence, which would be about $3.85 less than $96. 
And so every successive annuity has been included to arrive at 
the capital sum. Of course it would be an error to count it first 
as increase of capital and then as an additional sum of income 
the moment it becomes payable. But take away this increase of 
the capital value during the year and you take away the income, 
which is nothing but the increment in capital value detached at 
certain conventional points and put at the disposal of the owner. 

Does not the thought shift in this example from the stage of 
money income to the stage of enjoyable income? Yet Fisher is 
discussing money income and deems the income to be realized 
whenever the money is paid to the owner of the capital. In 
the merely monetary aspect of the question, there is as yet no 

" Op. cit., p. 234. ® Tbid., p. 238. 8 Ibid., p. 248. 
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enjoyment, but in a developed money market the capital value of 
the annuity would be salable any day for a sum including the 
accrued income. On the other hand, the annuity at the expira- 
tion of the year may be money income not expended for grati- 
fications, but reinvested in other future incomes. The increment 
of money income in any elapsed year is therefore the primary 
fact, and increase of capital occurs only on condition that the 
accrued money income is not withdrawn but is added by reinvest- 
ment, or is saved. 

The same difficult doctrine is set forth in an elaborate illus- 
tration in which three brothers are supposed to be subjected to 
an income tax. Each supposedly inheriting $10,000, the first 
invests the sum in a perpetual annuity of $500; the second puts 
his in trust to be invested in an annuity of $1,000 after fourteen 
years when the capital has doubled; the third, a spendthrift, 
buys an annuity of nearly $2,000 for six years.54 In Fisher’s 
view, the $500, the $1,000 and the $2,000 are the true realized 
incomes, which alone should be taxed under income taxation. 
The second brother should be taxed on nothing until after four- 
teen years, as until then he would be spending nothing, and the 
third brother would be taxed during his brief spendthrift career 
on an income of $2,000, the amount he is spending. The argu- 
ment is substantially that a tax on expenditures is more equitable 
and expedient than either a tax on the annual net increase of 
capital in the owner’s hands (the usual ideal of an income tax), 
or a tax on capital value (the general property tax). The 
general argument as to the virtues of consumption taxes is 
frequently made, but if true it hardly supports the proposition 
Fisher is advancing. There is no pretense that the ordinary 
income tax is a consumption tax; it is frankly, however crudely, 
a tax on net earnings which are at the disposition of the tax- 
payer either to save or to spend without encroaching upon his 
other capital. Where, therefore, is the fallacy to which reference 
is made?®® There is no pretense that the general property tax 
is a consumption tax; its ideal is frankly the taxation of all 
property rights in proportion to their present capitalized value. 


* Ibid., p. 249. % Ibid., p. 253. 
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The double taxation and injustice too frequently found in its 
practice is caused by bad administration and by bad reasoning 
of quite a different nature. 

In this illustration “true realized income” is used in the sense 
of the amount of money expended for enjoyment, whether it is 
taken from the current earnings of capital or from the original 
capital sum invested. According to this usage income is never 
money coming in but always money going out. Income is not 
an addition but always a subtraction. The confusion between 
money income and subjective income could not be more evident. 

No more convincing are the other illustrations. In the case 
of the vacant land rising in value,®* it is not necessary to wait 
until the land is built on and enjoyed, for it is money income that 
is to be calculated and that is realized in every resale of the land. 
Is this not a “proper place’ at which money income can logically 
be estimated? According to the view taken®’ the exemption 
from taxation of forests in Europe, cited as a “more rational 
system’ due to longer experience and to a recognition that the 
growing forest should not be treated as income, is not, it is safe 
to say, based upon the reason assigned by Fisher. It is simply 
a social expedient, a conscious subsidizing of forestry, because 
forests more than most other wealth in the hands of individuals 
confer broad social benefits upon others than the owner. 

Another minor point in this connection. The treatment of 
money income is out of harmony with the conception and defini- 
tion of income as a flow. Capital is repeatedly spoken of as 
“for the present yielding no income;”5* there are long periods 
“during which no income is realized;’®® in annual contractual 
payments of interest or annuities, it is said that “during the 
entire year up to the very end there is no income at all.” ® 
Income thus is treated not as a flow but as a number of sums of 
money due at definite though perhaps very irregularly distributed 
points of time. 

The relations between capital and income.—Coming to the 
examination in detail of the relations between capital and income, 
% Op. cit., p. 230. 5 Tbid., p. 230. *Fhid., gs 295. 

* id... a 297 ® Ibid., p. 232. 
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Fisher presents “the four income-capital ratios,” capital being 
called a stock of wealth or of property and being expressed 
either in physical terms or in value.*' These four “ratios” are: 
(1) physical productivity, (2) value productivity, (3) physical 
return, (4) value return. “The ratio of the quantity 
of services per unit of time to the quantity of capital which yields 
those services may be called physical productivity.” These 
quantities are expressed physically as acres, as bushels, not as 
values. The first difficulty here is that a large part of the 
services yielded by goods is not physical, and in such cases 
and in so far there is not physical productivity. The examples 
chance to be chosen where there is some (wheat from acres, cloth 
from looms). But the second difficulty is that it is not possible 
to ascribe to a particular piece of “capital” in a physical sense 
the whole product which is at the same time and in the same 
sense the product of labor and of other pieces of “capital,” such 
as the building, the land, etc. This physical productivity is not 
a measurable thing which can be compared with the physical 
pieces of “capital.” ®* Not until value has been imputed to it 
can it be so compared, and that is the fourth ratio. 

These objections do not apply to the third ratio called 
“physical return’”’ (bushels per $100 of capital applied), for here 
it is not the whole product but the part imputed by marginal 
measurement that seems to be considered. The second ratio is 
the “value productivity” (dollars rent per acre or per dwelling, 
and wages per laborer). The fatal objection lies to all three of 
these so-called ratios that they are not ratios. With some diffi- 
dence the point must be raised that ratio in mathematics implies 
the relation between two numbers or magnitudes of the same 
kind. There may be a “rate’’ described as dollars per acre per 
year, but not a “ratio,” for that must be a numerical relation 
between two quantities of similar dimensions. No wonder that 
after only three pages of formal definitions this statement is 
made: “in this book we are concerned chiefly with the fourth 

® Tbid., p. 184. 


®In these cases the word “wealth” would be more fitting than the word 
“capital.” 
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relation, value return, or the ratio of the value of income to the 
value of capital.” ®* Most of what has preceded and all of what 
follows pertains to this value ratio, which is the essential feature 
of the capital concept, though a different idea is embodied in 
Fisher’s definition, as has been indicated above. The author as 
he proceeds comes to recognize that no other subject is engaging 
his attention. At the conclusion of the part on the relations 
between capital and income, he says: “we have finished our study 
of the relations between capital-value and income-value.” * 
“Our special theme has been the value return—the relations 
between income-value and capital-value.” ®° Still more significant 
is the last page but one of the text. 

It is to the relation between capital and income in the value sense that 
our attention throughout this book has been chiefly devoted. It has been 
noted that the relation between capital and income, taken in the value sense, 
is profoundly different from the relation between capital and income when 
either or both are measured in their various individual units. When capital 
and value are measured as “quantities,” capital may be said to produce 


income; but when they are measured in “values,” we find that it is necessary 
to reverse this statement, and to say that income produces capital.” 


In this it appears that the rejected stone has become the 
headstone of the corner. This profound difference between 
capital and wealth comes very near being recognized as the 
essence of the capital concept. But the thought halts short of 
the inevitable conclusion that the wealth aspect of value is to be 
found in the production of incomes, whereas the essential capital 
aspect is the evaluation of incomes and the expression of their 
present worth. Fisher early committed himself to a conception 
of capital that has dimmed this distinction, from which concep- 
tion criticism has as yet only partially freed him. . 

Relation to contemporary speculation.—W ith these exceptions 
this work presents the modern capitalization theory with an 
invigorating air of practicality. There is no worship of the 
old fetiches, such as artificially produced or as hypothetically 
unimproved agents. There is no illusion that the income of land 

® Op. cit., p. 188. * Ibid., p. 303. % Tbid., p. 303. 


® Ibid., p. 327. See also above, p. 135, where is shown Fisher’s change from 


this earlier thought to the value concept. 








THE NATURE OF CAPITAL AND INCOME 145 


bears a peculiar relation to price, or that the influence of time 
upon value is limited to some ¢lasses of produced agents. Capital 
is treated as the present worth of expected incomes, and the 
essence of the capital problem is found in the value relations 
between incomes and capital sums. Professor Fisher here shows 
that this problem has now, by the aid of the new value concept of 
capital, been brought within the range of logical and mathe- 
matical treatment and of the usages of business. As Professor 
Fisher’s suggestive articles ten years ago helped to attract atten- 
tion to this subject and to present the issues involved, so this 
riper and weightier contribution will help to tip finally the scales 
of judgment. A book not appealing directly to a large audience, 
it will be carefully read by the critical few, and its influence will 
spread with the new conception of distribution to ever-widening 
circles of thought. 

Every author draws his inspiration from sources of which 
he is rarely quite conscious. Fisher’s mathematical interest 
led him to ascribe to the mathematician Simon Newcomb the 
paternity of his original conception of capital and income as fund 


and flow of the same goods, although his account of the influence 
shows that it was only a phrase caught from a quite different 
connection, and that it was not intended by Newcomb to have 
attached to it the thought that Fisher gave it. 


Newcomb applied his distinction only to problems of monetary circula- 
Intent on elucidating questions of monetary circulation, New- 
comb failed to see that the same conception would clear up questions of 
capital The fact that the author of the distinction between stock and 
flow did not apply it to capital, and the fact that also Professor Marshall, 
who was quick to see the importance of Newcomb’s distinction, did not so 
apply it, have often caused serious doubts in my own mind as to the pro- 
priety of that application.” 


There was indeed occasion for serious doubt. Fisher did 
not note that because Newcomb’s use of it was confined to 
monetary problems the funds and flows were expressible in 
homogeneous units of value, whereas Fisher extended the thought 
to heterogeneous masses of agents and their incomes, even when 


* Economic Journal, Vol. VI, p. 526. 
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not expressible in value units, and insisted that the concept of 
capital be not limited to funds expressed or measured in terms 
of value. All the development of the concept since has been away 
from Fisher’s original idea toward a conception derived from 
other sources. 

So quickly have the sounder and tested fruits of the studies 
of Patten and Clark been appropriated, so thoroughly have they 
become a part of our thought, that they now seem simple truths. 
Many remember the stimulus they found in Patten’s analysis 
of the ideals, tastes, and economic nature of man. How revolu- 
tionary was the thought that life, aspirations, and effort were the 
center of economic study rather than acres, clay, and iron. Under 
the influence of a theory of consumption, economics has changed 
from a study of the physical sources of wealth to a psychological 
science. The novel of yesterday has become the commonplace 
of today. 

A score of years ago Clark reopened the question of the 
capital concept by challenging the usual classification of capital 
and land, of rent and interest. His thought so traversed the 
conventional definitions and conceptions that for years it found 
few disciples, yet its fault was rather that it changed the old 
view too little than too much. Slowly the new thought became 
familiar as it was presented in its different aspects; the difficul- 
ties of the older view became more evident; while here and there 
the new idea bore fruit in comment or critical essay that clarified 
details or showed new applications to practical problems. 

Among such essays showing the awakened interest in the 
concept of capital must be classed the articles from Professor 
Fisher's hands ten years ago. The present work is an evidence 
of the growing part now played in economic theory by the psycho- 
logical analysis and of the development that the capital concept 
has undergone of late. Fisher’s present views are in some 
regards the logical outcome of the recent psychological studies 
in economics, and in other regards, of the Clarkian protest against 
the old classification of economic factors. The relation to the 
latter is probably more close and direct than Fisher has recognized. 

However it may be as to the particular influences, Fisher in 
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his later thinking has probably been more affected by the spirit 
of his times than his citation of authorities would indicate. 
Outlining his conceptions of capital and income with little con- 
scious reliance upon contemporary speculation, and guided 
largely by a mathematical analogy, he has been forced as he 
developed the thought to take account more and more of the con- 
clusions reached by others. His first articles had, as he later 
found, been to a considerable extent anticipated.** The capital 
concept of a fund of concrete wealth changes beyond recognition 
into a valuation or present worth of rights to future incomes. The 
income concept of a flow of the same goods that compose the 
flow of wealth is transformed into the at-first-rejected thought of 
psychic gratifications. The four capital-income ratios shrink in 
the course of the treatment to one, and that the very one whose 
character as capital he at first most doubted. Yet he still believes 
that the whole book is “only the elaboration of the ideas out- 
lined some years ago in the Economic Journal.®® His treatment 
continues to labor under the incubus of the original erroneous 
definitions and of the original impossible fourfold hyphenated 
terminology, compelling us to talk of wealth-capital, property- 
capital, etc. 

These are perhaps but the inevitable penalties of a certain 
isolation in Fisher’s capital theory. He began the analysis and 
reconstruction of the capital concept as if it were a task apart 
from the theory of distribution as a whole. Beginning with the 
a priori mathematical concept of stock and flow, he tried to 
embrace under it all the forms and the whole problem of wealth. 
A large part of this is prior to, and a necessary condition of, a 
theory of capital, which is peculiarly the time aspect of value. 
His study as it has advanced has led to the incidental considera- 
tion of difficulties which demanded systematic and fundamental 
treatment. The capital theory presented has therefore a certain 
character of intellectual aloofness that leaves it out of touch with 
the larger theory of distribution of which it should be but one 
part. Much of what is best in the present work is thus some- 

* Economic Journal, Vol. VII, p. 511, note. 


® Nature of Capital and Income, Preface, p. viii. 
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what belated, keeping the plane of the discussions of a decade 
ago and lacking that sense of unity and co-ordination in the 
theory of distribution which of late has been increasingly felt 
and expressed. 

These criticisms are offered to center attention upon the points 
most controverted, and to give the perspective in which the 
work should be viewed. The work as a whole has a marked sig- 
nificance. It puts into convincing form some important disputed 
conceptions, and it must rank among the memorable contribu- 
tions made by Americans to economic study. 


FRANK A. FETTER 
CorNELL UNIVERSITY 





THE TRADE-UNION PROGRAMME OF “ENLIGHT- 
ENED SELFISHNESS” 


The philosophy of unionism today is regarded as complete 
and final, as absolutely established and unimpeachable—much 
as certain economic doctrines were regarded as being finally 
determined a half-century since. This sense of absolute finality 
and unimpeachability presaged for economic science immediate 
disintegration and general repudiation of doctrines, and the re- 
writing of the whole science. Other absolutely established social 
philosophies have experienced the same sudden and final dissolu- 
tion. In fact, history teaches that absolutism, and consequent 
sensitiveness to criticism, together with a certain disposition to 
irrascibility, is historically speaking, commonly symptomatic of 
declining vitality in social institutions, as it is in the natural 
human body. Trade-unionism, certainly has no occasion to 
rely upon any doctrine of infallibility to establish its power. 

On the contrary, it may safely, and might wisely, rely upon the 
strength of its own programme, upon the justness of 
its cause, and upon its record of achievement for its main 
defense against detractors—even against its honest-minded 
critics; but it has not chosen to do so. It not only does 
not seek honest criticism of its programme but resents any impli- 
cations of fallibility as essentially impious. In the minds of 
labor leaders the programme of unionism is characterized as one 
of “masterful and surpassing intelligence,’ and one who pre- 
sumes to criticize is assumed to be insincere and regardless of the 
welfare of the toiling masses. A judge who issues an injunction 
distasteful to organized labor, however exemplary and _ incor- 
ruptible the life he may have led, becomes at once, ipso facto, a 
“capitalistic tool.” The judge who refuses such an injunction is 
an “able and distinguished chancellor, a judge loved by all 
honest men, and feared by respectable criminals.” The injunc- 
tion itself is an “outrageous, impudent, revolutionary invention 
of lawless plutocracy.” The detective who runs down some 
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union man who has committed manslaughter is a “hireling 
anxious to make a record so as to earn his blood money.” The 
critic of unionism is always actuated by “sickening hypocrisy,” 
and his “mouthings” are devoid of “honesty and truth.” The 
foremost educator of the country, and perhaps the strongest 
American personality, loses character when he presumes to com- 
ment upon unionism today, or upon the practices of unionism. 
Then his utterances and his actions clearly show him to be 

not only unsympathetic to labor, but positively and bitterly hostile, taking 
advantage of every opportunity afforded, creating the opportunity when it 
did not present itself, to use the high position he occupies to vent his antagon- 
ism to every effort of labor to emerge from the misery of the past, the 


injustice of the present, and to achieve its hopes and aspirations for a higher 
and better life. 


No declaration on the part of the critic that he too cares for the 
welfare and happiness of the toiling masses can be accepted as 
made in good faith. As a great movement in the interests of 
labor, unionism has developed an abnormal sensitiveness to 
criticism. 

This sensitiveness does not seem warranted by any disposi- 
tion on the part of the community to be unduly severe in its 
judgments. On the contrary, there would seem to be a general 
inhibition and suspension of judgment by the community 
where unionism is involved. Where any decision may reflect 
indirectly upon the practices of organized labor, even courts of 
justice and juries act slowly and uncertainly. In Chicago recently 
it required the examination of 700 veniremen to secure one juror 
in a trial of trade-union officials for manslaughter. In another 
case men who have been held mainly accountable for resort to 
violence and blackmail during the Chicago teamsters’ strike 
have recently been freely acquitted of all guilt. There is no 
disposition to persecute or to martyrize unionism, but rather on 
every hand a disposition to bid it godspeed in the achievement 
of its purposes, and to impute honesty to its leaders. 


It has been noted above that economic principles which were 
regarded as being finally determined a half-century since, have 





THE TRADE-UNION PROGRAMME I5I 


been generally repudiated, necessitating a rewriting of 
the whole science. The disintegration of the old doctrines 
induced general confusion of thought, and the rehabilitation of 
economic science has not yet been accomplished. The body of 
fundamental principles upon which economists agree seems at 
times reduced to a negligible mass of axiomatic platitudes. As a 
natural consequence of this general falling-out with themselves, 
economists have lost caste in the community. Nor can it be 
denied that this general discrediting is warranted by the quality 
of much economic writing—more particularly of economic writ- 
ing dealing with the labor problem, which is not infrequently 
characterized by a sort of intellectual cowardice and self-stultifi- 
cation. When a certain train of reasoning leads to a 
conclusion distasteful to the writer, the conclusion is 
seen afar off, and reasoning along that line is stopped. One 
may illustrate this by quotation from a single standard economic 
treatise written by a French author, who complacently develops 
the following conclusions regarding the distribution of wealth 
and the payment of wages, apparently without any consciousness 
that they are incongruous. The translation of this treatise, it 
may be noted, is widely used in the United States as an ele- 
mentary textbook in teaching economics. In the text the follow- 
ing quotations are not consecutive: 

We cannot distribute wealth, for it distributes itself in virtue of natural 
laws which men have not invented, cannot change, and have no motive to 
alter; for, taking all in all, they approach the largest measure of justice that 
we can hope to expect for any social system. In fact, the automatic work- 
ing of these laws enables each member of modern society to be remunerated 
in proportion to the services rendered by him 

Contrary to the popular belief, the amount of wealth produced is small 
and insufficient, even in the professedly wealthy classes Clearly the 
most skilful distribution in the world will never succeed in allotting large 
shares where the whole mass to be divided is small. 

The social question will be solved, first, by guaranteeing each man the 
minimum without which he is in danger either of not becoming, or of not 
remaining, a “man,” in the full sense of the word. The next step would be 
to give the working classes something more than a minimum: viz., a grow- 
ing share in the benefits of that civilization of which they form a more and 
more important factor. Further, any wealth which remained over should 
be put into the hands of those who can make the best use of it. 








152 JOURNAL OF POLITICAL ECONOMY 


Here is an absolute denial of the writer’s own logic: a 
shrinking-away from obvious conclusions, and a complete sur- 
render to unreasoning sentimentality unfortunately not unchar- 
acteristic of much economic writing of the day. It follows from 
the degenerate state of economic doctrine that little competent 
criticism has been brought to bear upon the programme of trade- 
unionism by economists. 

Economic criticism of trade-unionism does not imply justi- 
fication or condemnation; it implies nothing more than correct 
and searching analysis of the programme of organized labor as 
a practical rule of industrial action. It is not the business of 
the economist to justify the working of social institutions or of 
economic laws on ethical grounds. An economic law, as has been 
often pointed out, is neither right nor wrong, any more than is 
the law of gravitation. An economic law is descriptive of a 
condition or fact, not a justification. If the economist finds the 
prime motive of action in the business world to be self-seeking, 
he notes that fact. In noting it he is neither justifying nor 
condemning human nature. Moral judgments do not constitute 
any portion of economic science. The only judgment germane 
to economic science is summed up in the word “economic.”’ The 
economist may not say of the tariff on imports that it is right or 
wrong, wise or unwise; but if it be asserted that the tariff 
advances wages of labor, the economist is justified in declaring 
such a conclusion true or false, provided he can present evidence 
warranting any conclusion whatever. He may declare that it 
advances the wages of certain groups of labor, at the expense of 
other groups or of the community as a whole; or that the effect 
of the tariff is to advance profits rather than wages. In any 
case, his judgment is economic, not ethical. In considering the 
programme of unionism, also the economist neither condemns 
nor justifies; but if it be contended that unionism advances 
wages, the economist is, or should be, competent to declare judg- 
ment upon that question. He should further be able to declare 
what are the economic consequences, or some economic conse- 
quences, of such a programme of action in the business world. 
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Regarding the economic consequences of the programme of 
unionism certain judgments would seem to be warranted. That 
programme is put forward as a programme of economic advance- 
ment of labor. Trade-unionists justly pride themselves upon the 
fact that they have ridded themselves of certain doctrinnaire prin- 
ciples of humanitarianism. As an individual the trade-unionist 
may be socialist or an anarchist, a Christian or an atheist; but as 
a trade-unionist he is a wage-earner, seeking to secure a price for 
his labor. In the sale of labor no social philosophy is involved. 
The trade-union is an institution for higgling over the price 
of labor, and as such it is an institution without political or 
social philosophy. It acts always with an eye single to the inter- 
ests of its members. 

Enlightened selfishness is assumed to be a fundamental prin- 
ciple of action in the business world. The corporation employer 
is conceived to be soulless, sordid, and self-seeking, and entirely 
impervious to appeals based upon other than economic interest 
and necessity. To the extent that this is true, trade-unionists can- 
not be singled out for especial arraignment on grounds of undue 
selfishness. If the economist has any criticism to bring against 
the programme of unionism, it certainly is not properly based 
upon its self-seeking character, but rather upon a consideration 
of the question whether or not trade-union selfishness, in itself 
entirely justifiable, may in fact be properly styled an “enlight- 
ened” selfishness, regarding the general welfare of laborers; 
in a word, whether the practical programme of unionism is cal- 
culated to achieve in the industrial world the economic end 
which it seeks to achieve—namely, the general advancement of 
wages, and amelioration of the conditions under which labor 
is exerted. In making this inquiry the programme of organized 
labor may be discussed briefly under two general heads, con- 
sidering first its political and secondly its industrial character. 


1. Organized labor’s espousal or repudiation of political doc- 
trines is naturally determined with the interests of the class 
which it represents in mind: A present instance illustrating 
this tendency is found in the attitude of the Labor party in 
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England on the question of woman’s suffrage. On general 
principles organized labor has favored extension of the suffrage 
in England as in the United States, since extension of the suffrage 
confers political power which may be exerted in the interests of 
labor; but at the recent conference of the Labor party in Belfast, 
in January, 1907, the following resolution was voted down by 
a vote of 605,000 to 268,000: 

That this conference declares in favor of adult suffrage and equality of 


the sexes, and urges an immediate extension of the rights of suffrage and 
of election to women on the same condition as to men. 


The explanation of this negative vote is found in the fact that the 
“feeling of the delegates had been alienated by the election policy 
of the Women’s Political Union and the ascendancy of middle- 
class influence in their ranks.” In a word, the attitude of organ- 
ized labor upon woman's suffrage depended upon what use it was 
conceived women might make of their right to vote. If they 
were likely to vote for labor, then they should have the suffrage; 
if not, not. Upon the declaration of this vote, Mr. Keir Hardie 
evidently actuated by more fundamental considerations, and by 
a sense of devotion to a cause, announced that he might feel 
obliged to resign the leadership of the Labor party. But the 
delegates were obviously voting consistently, having regard to 
class interest rather than principle. 

The same principle of action is the determining one in other 
political issues. In Chicago, where the municipal ownership of 
street railways has been under discussion for several years past, 
and in other localities, the attitude of organized labor has 
depended upon how labor conceived the municipality as an 
employer of labor. There is no disposition whatever to depend 
upon the democratic organization of the municipality to insure 
the public employee fair treatment. The president of the 
Amalgamated Association of Street and Elevated Railway 
Employees responded to an address by Mayor Dunne advocating 
municipal ownership as follows : 


To those who are discussing the question of municipal ownership of 
street railways we want to say that we propose to maintain this organization 
whether we work for a municipal owner or any other. We know the duplicity 
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of politicians, and are not enamored of any of their rosy promises. We 
do not intend to surrender this organization to any of their old “isms” or new 
“isms” either. 

The attitude of organized labor upon the immigration question is 
determined by its belief—based upon an economic fallacy—that 
the immigrant by working more cheaply than the American 
workman thereby lowers the wages of American wage-earners 
generally. So also similar reasoning regarding the effect upon 
wages of the competition of convict labor has led organized 
labor to join with manufacturers and traders in opposing the 
employment of convicts in trades which will enable the convict 
to be self-supporting when he leaves the penitentiary. In its 
“Bill of Grievances” presented to the President last March, the 
following complaint is entered : 


While recognizing the necessity for the employment of the inmates of 
our penal institutions so that they may be self-supporting, labor has urged in 
vain the enactment of a law that shall safeguard it from the competition of 
the labor of convicts. 


If convicts may not compete with labor in honest work 
there is small hope of their regeneration. On the tariff 
issue, although the first convention of the American 
Federation of Labor in 1881, declared for protection, organized 
labor is in fact divided, because it is uncertain whether or not 
the tariff really advances wages. On the whole it is disposed 
today to accept the protectionist reasoning on the tariff, and it 
may be observed that trade-unionism is itself based upon prin- 
ciples of protectionism applied to labor, and may therefore, con- 
sistently favor protectionism in general, as opposed to freedom. 
A good summary of the general political programme of 
organized labor is found in the following pronunciamento, which 
in one form or another is spread broadcast by the labor press: 
We will stand by our friends and administer a stinging rebuke to men 
or parties who are either indifferent, negligent, or hostile, and, wherever 
opportunity affords, secure the election of intelligent, honest, earnest trade- 
unionists, with clear, unblemished, paid-up union cards in their possession. 


There can be no question as to the self-seeking activity of 


capitalistic organizations in influencing legislation by state and 
federal legislatures, and this is perhaps sufficient justification for 
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adoption of a similar policy by organized labor. The above state- 
ment of political policy might obviously be rewritten for other 
self-seeking interests in some such way as follows: “We 
[capitalists, etc.,] will stand by our friends [etc.], and secure 
election of intelligent, honest, earnest shareholders [etc.], with 
clear, unblemished, paid-up campaign-fund receipts.” 

The assumption clearly underlying the above official and 
semi-official declarations of policy is that organized labor repre- 
sents labor in general, and this assumption prevails in the face 
of the often reiterated assertion that the great mass of labor is 
outside the trade-union fold. At a liberal estimate not above 
one-tenth of the labor in the United States is organized into 
trade-unions. Further, the trade-union definition of the wage- 
earning group excludes a very considerable portion of the popu- 
lation who, if they are not wage-earners strictly speaking, are 
nevertheless industrious workers, whose interests the state ought 
to regard as carefully as it regards the interests of wage-earners, 
organized or unorganized. Class legislation does not cease to 
be class legislation, and as such vicious and demoralizing in a 
democracy, because the class represented happens to be relatively 
numerous. Every political issue should be decided with the 
interests of the community in mind, rather than the interests of 
a single class. The American Federation of Labor may honestly 
believe, as it declares, that its object in politics is “to secure 
legislation in the interests of the working masses,” but this claim 
is always made more or less sincerely by any class, large or 
small, seeking political power. In any specific case, legislation 
favored by organized labor will be found to be legislation in the 
interests of a relatively small group of wage-earners. 

The political programme of organized labor may be summed 
up by the statement that it is a policy of exploitation of the state, 
and through the state of the community, in the interests of a 
class. It goes without saying that this exploitation is, in the 
minds of the exploiters, in the interests of society as a whole, and 
of wage-earners in particular—more especially in the interests 
of organizd labor. If the immigration of indigent foreigners is 
conceived to weaken the power of organized labor to advance 
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wages, the state is appealed to to stop off that immigration. In 
administering its penal institutions, the state must regard the 
interests, not of the convict, but of organized labor. In the per- 
formance of any public work, the state must regard, not the 
taxpayer, but the interests of labor employed either directly or 
indirectly under contract. Asan employer of labor, either directly 
or indirectly, the state is unique in one respect: its wage-paying 
power is not related to the efficiency of its employees. There is 
no limit to the power of the state to advance wages, other than 
that found in the willingness of the community to subject itself 
to taxation. The state alone among all employers of labor can 
raise wages indefinitely and “stay in the business.” The private 
employer’s wage-paying power is dependent upon a speculative 
market. In the market the employer negotiates the sale of the 
product of labor, and out of the proceeds pays wages. Generally 
speaking, prices in the market are fixed for, not by, the employer. 
They are determined largely by the shifting appetites and caprices 
of the consuming public. The state’s wage-paying power is not 
dependent upon the market but upon its power to levy and 
collect taxes. 

Labor demands of the state that it shall be an exemplary 
employer of labor. The public employee of state or municipality 
expects to render less service than is rendered by the employee 
of a private corporation; he expects to work shorter hours, and 
to earn higher wages, than he could do under any private 
employer. Therefore organized labor favors municipal owner- 
ship of street railways, and other public-service properties, and 
is, generally speaking, favorably disposed to all forms of col- 
lectivism or state socialism. As an employer of labor,a democratic 
state develops a weak power of resistance to any organized 
demand made in the interests of a specific class of its employees. 
As the number of employees on its pay-roll increases, its power 
of resistance weakens. Any attempt to adjust wages and condi- 
tions of employment to market conditions is bound to encounter 
the same sort of resistance that is encountered by any effort to 
revise our tariff schedule upon a scientific basis either of pro- 
tection or of revenue. As an employer of labor the municipality 
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or state develops a highly unstable disciplinary power, which 
is bound to yield to the pressures of political expediency. 

Obviously the state cannot fix the standard of living in the 
community; that is determined ultimately by industrial capacity 
and output, by productivity of labor and capital, by the state of 
the industrial arts, by the natural resources and processes of 
production. These economic conditions determine the material 
welfare of the community. But the state can tax the whole 
community in the interests of its employees. It is, therefore, an 
ideal employer for those whom it employs, who are the immediate 
beneficiaries of the state’s taxing power. 

Historically the state has always been an exploiting institu- 
tion, performing its service of exploitation in the interests now 
of one class or group of individuals, now of another. Democracy 
differs from other forms of government in that the exploiting 
group is more numerous. At least the ideal of democracy is to 
substitute a large for a small group as the controlling body. It 
is a matter of common observation that, in its practical working, 
the small group continues to control in democracy as in aristoc- 
racy, only the character of the group is changed. There is no 
reason to believe that the interests of the community. will suffer 
any greater violation, if the state is taken over by organizd labor, 
than they have suffered at the hands of other classes or groups. 

It is a significant fact that, while many in the rank and file 
of the trade-unionists are avowed socialists, who regard unionism 
as a present means of advancing their cause, trade-unionism 
officially repudiates the doctrines of socialism. The socialistic 
tendencies of unionism are determined by the character of the 
state as an employer of labor—an employer whose wage-paying 
power is determined by taxation, not by product. Socialism, 
however, does not look upon the state as a wage-payer, much 
less as an exploiting institution, but as an institution for 
directing labor and apportioning the product of labor arbitrarily, 
having regard to the interests of the whole community, not of 
any organized class within the community. Socialism is not 
based upon the doctrine of enlightened selfishness, but upon the 
doctrine, enlightened or unenlightened, of unselfishness. Obvi- 
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ously no form of trade-unionism could be tolerated in a socialistic 
state, since trade-unionism implies non-unionism, and is avowedly 
self-seeking, while socialism proposes the general welfare of 
the whole community. Socialists favor the organization of 
labor into trade-unions, just as they favor the organization of 
capitalistic monopolies generally. It cannot be inferred, how- 
ever, that socialism and unionism are fundamentally reconcilable, 
any more than it can be inferred that socialism favors the present 
capitalistic system of industry. The fundamental difference 
between unionism and socialism lies in this: under unionism, 
what a man shall do, and what he shall receive for doing it, is to 
be determined by him; while under socialism, what a man shall 
do, and what he shall receive for doing it, is to be determined 
by the state. 


2. The industrial programme of organized labor is somewhat 
more complex and difficult of analysis. Trade-unionists have 
abandoned some of the more naive doctrines which marked their 
earlier development. They do not generally today lay claim 
to the whole product of industry as the product of manual labor. 
They admit the claims of other than manual labor to a share of 
the product, and they have more or less consciously adopted the 
principles of demand and supply as affecting wages. They are, 
however, still inclined to repudiate the suggestion that wages 
are very closely related to productivity of labor, and that the 
sure means of advancing wages is to increase the efficiency of 
labor. Essentially the labor-union is an organization, not pri- 
marily against the employer, who is only a middle-man, but 
against the public, and against non-union labor. Each trade- 
union is, in fact, an organization of that trade against all other 
trades, organized or unorganized. 

Undoubtedly the fullest and most convincing statement of 
the case for trade-unionism today is found in the writings of 
Sydney and Beatrice Webb. Their judgments are based upon a 
wider range of information than that possessed by any other 
writers. They know the history of the labor movement from its 
remote origins, and they have an intimate knowledge of the 
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motives and programme of trade-unionism today. Their defense 
of unionism embraces, moreover, a consideration of economic 
literature past and present. It is doubtful if any economist in 
England or America can raise a question of fact with these 
writers—few have attempted to do so. In the main, their histori- 
cal account of the labor movement in England, and their state- 
ment of the programme of unionism, stand today unimpeached. 
In England since the appearance of the Webbs’s books little 
has been added to their statement; in the United States, nothing 
at all. In some respects it seems almost unfortunate that such a 
complete summing-up of the achievements and purposes of 
unionism should have been made. It has almost destroyed the 
power of original research and thinking in the field which they 
have covered. 

The Webbs’s argument in justification of trade-unionism is too 
familiar to require more than a brief résumé. It is restated in 
every discussion of the labor problem. In the main, it is as 
follows: The individual wage-earner is at a disadvantage in 
bargaining with an employer for employment. The wage-earner’s 
necessities are greater, his knowedge of conditions inferior, to 
those of the employer. Under a régime of free competition, 
moreover, the employer is not free, even if so disposed, to pay 
any higher rate of wages than that paid by the most unscrupulous 
employer with whom he enters into competition. The ruling 
rate of wages in any employment is, therefore, fixed under com- 
petition, by the employer who exacts the most labor for the least 
pay, and the tendency of competition is to depress wages indefi- 
nitely. Moreover, employers, finding the pressure of competition 
severe, seek to avoid embarrassment by entering into combina- 
tions with competitors, thus increasing their power to maintain 
prices on the one hand, and to depress wages on the other. Labor 
is thus forced to combine in order to place itself upon a footing 
of equality in bargaining for wages—to oppose combination to 
combination. 

It is not proposed to enter into any general discussion of 
this argument, which is developed in great detail and fortified at 
every point. Some brief comment is, however, in order in this 
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connection. Regarding industrial combination, it may be observed 
that the motive of combination is not primarily to avoid com- 
petition, as suggested by the Webbs, but rather to increase 
efficiency and economy in production. This motive does not 
underlie the organization of labor; on the contrary, labor leaders 
distinctly repudiate the idea that there is any very direct reaction 
of wages upon efficiency of labor; they resent the suggestion 
that the way to increase wages is to make labor more productive, 
choosing to rely upon the power of combination and control of 
labor supply. Again, the assumption that labor organization has 
been forced by industrial combinaton is not entirely borne out by 
historical experience or by present conditions. Historically, 
labor organization has preceded industrial organization of 
capital and at the present time the organization of labor is more 
extensive in many occupations than is the organization of capital. 

But the especial significance of the Webbs’s exposition lies in 
its bearing upon the general assumption of unionism that labor, 
under the capitalistic system of industry, is subject to organized 
exploitation by a class of capitalist employers. According to the 
Webbs’s philosophy, under a régime of free competition there can 
be no such class of exploiting employers of labor. What the 
manufacturer exacts from labor he must yield up in competition 
with other employers through the wholesale dealer and the 
retailer to the consumer, who as a result of free competition 
buys cheaply. It is, in fact, the depression of prices to the con- 
sumer, not the machinations of capitalists or traders, which 
reacts ultimately upon wages to depress them. When, however, 
producers or distributors effect.a combination, they may, it is 
contended, hold prices up without raising wages correspond- 
ingly. This condition is conceived to be labor’s opportunity. 
A monopoly gain or profit exacted from an unorganized public 
is not determined to capital or to labor by any economic law; it 
is, to adopt the Webbs’s phraseology, “debatable land,” and may 
be taken over by labor or capital according as one or the other 
develops bargaining power. If labor is sufficiently well 
organized, it can take over the whole of the debatable or monopoly 
profit. The power of the labor-union to advance wages beyond 
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the point where they would be fixed by free compeition is meas- 
ured by the existence of this monopoly profit exacted from 
the consuming public. In operating to secure its share of 
this gain the trade-union appears as a monopolistic combination, 
entering into combination with the capitalistic organization 
regarding the apportionment of a monpolistic profit. 

The philosophy of exploitation thus obtains in the industrial 
programme of unionism as it does in its political programme. 
In a word, the trade-union seeks to control wages by controlling 
the supply of labor, not by affecting or modifying its character. 
In dealing with capitalistic organizations which are conceived to 
have succeeded in establishing monopolies, the trade-union appears 
as an organization for taking over as large a share of the monop- 
oly gains as can be seized upon. The president of the United 
Mine Workers of America stated that as a result of the last 
strike in the coal-fields the operators took from the public in 
increased price of coal some $30,000,000, of which the miners 
got as their share only $16,000,000, and he proposed to demand 
a larger share for labor. The labor-union may or may not enter 
into alliance with capitalistic organization in winning these 
monopoly gains out of the community, but wherever the monopoly 
profit or gain appears the trade-union seeks to share in its appor- 
tionment. 

In dealing with its own members the exploiting policy of 
unionism appears in the tendency to standardize wages irrespec- 
tive of individual efficiency. The trade-union standard wage is 
presented as a minimum wage which may be exceeded by the 
employer. It is, in fact, the common wage actually paid. In the 
building trades of Chicago unions have stipulated that any man 
who works on the inside of a building shall be paid a fixed rate; 
years of experience and individual skill not counting in determin- 
ing the man’s earnings. The given “standard” wage is fixed 
with reference to the whole group, the inexperience and ineffi- 
ciency of certain members being offset by the superior skill and 
efficiency of others. This is clearly a policy of exploiting the 
skilled, rapid workman in the interests of the slower, less skilled, 
or average man. It would perhaps be unduly severe to char- 
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acterize this policy as one of exploitation of the industrious, ambi- 
tious workman in the interests of the inefficient. In fact, wherever 
trade-unionism has become supreme, as in Australasia, this 
exploitation of the skilled and efficient has led to a depression of 
energy, loss of ambition, and economic stagnation, rather than to 
actual exploitation, and has thus defeated its own ends. 


The introduction of any evidence tending to show that trade- 
unionism is based upon the policy of self-protection and self- 
seeking, such as that cited above, is perhaps quite gratuitous, in 
view of the fact that unionists do not themselves resent the 
implication. About the middle of the last century trade-union- 
ism took over certain fundamental economic principles of conduct 
which it had previously denied, and established itself upon a 
philosophy of enlightened selfishness. It had put up a splendid 
fight against the sordid doctrine of the survival of the fit, and 
against the iron law of wages. It had organized the wage- 
earners into great national associations for the uplift of toilers. 
It had denied that wages depended upon supply and demand. 
It had declared that manual labor created all wealth, and that it 
had only to demand its own product in order to secure general 
amelioration. In this effort at general amelioration of the wage- 
earning class it failed. One organization after another achieved 
rapid growth in membership, only to disintegrate when the test 
came. Then the more intelligent and better-paid groups of 
wage-earners adopted the economic philosophy based upon en- 
lightened selfishness, and sought to improve their own conditions 
by acting in accord with those very principles of demand and 
supply which they had earlier repudiated. Today the trade- 
unionist takes a justifiable pride in the fact that he is acting 
in accordance with these principles. 

The history of social movements during the nineteenth cen- 
tury seems to justify the generalization that achievement has 
been inversely proportional to idealism. The pull of con- 
sciously adopted ideals upon the natural trend of affairs has been 
a negligible influence. Great expectations of social amelioration 
have presaged failure, and progress has been achieved blindly, 
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in directions which have not been intended—fortuitously, fatally, 
accidentally. Idealism has inspired devotees, but it has developed 
little or no power to uplift or ameliorate social conditions. 
Socialism as a philosophy has presented alluring utopias, but for 
actual achievement it has depended upon the fatal working of 
economic laws, and upon the machinations of selfish interests, 
upon those tendencies and characters of capitalism which it has 
denounced as sordid and vicious. Wherever it has attempted to 
realize its ideals in isolation from these sordid and vicious 
tendencies it has failed. Co-operation as a panacea failed, but 
when it became a petty and uninspired sort of shop-keeping, it 
began to achieve great results. Even trade-unionism could not 
succeed until it became petty and essentially selfish in its ends; 
based upon ideals of universal brotherhood, it failed disastrously 
and repeatedly. If, therefore, trade-unionism today appears as 
a movement somewhat devoid of idealism, petty and self-seeking 
in character, indisposed to commit itself to any doctrine or pro- 
gramme of social amelioration, philosphically pragmatic and 
opportunist, in that very barrenness of ideal lies it surest 
promise of practical achievement. In view of this promise of 
success and practical achievement, trade-unionists will not resent 
the characterization of their programme as one which is essen- 
tially a programme of action rather than of inspiration. 

As a programme of action it is essential to the welfare of 
labor that it shall be an enlightened one. The trade-union 
appears in the modern industrial world as an institution for nego- 
tiating the sale of labor in the open market; in effecting this 
sale, upon the terms most favorable to labor, it performs a 
useful service. A wise merchant, however, regards the quality 
of the wares which he offers for sale, and it would seem that the 
same principle should apply to the sale of labor. The trade- 
union should be jealous of the quality of union labor, and 
should insist that it be better than any other put upon the 
market. It should rely upon the quality of the labor which it 
controls to enhance the price or wages of labor. But unionism 
relies upon everything else first and upon efficiency last: it 
relies upon the tariff to raise wages, upon monopolistic organiza- 
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tion of capital and of labor, upon force and intimidation, upon 
legislation and political intrigue. 

All this violates fundamental economic principles. The 
economist recognizes that economic laws encounter a great deal 
of friction in practical experience, but he cannot admit that mere 
organization, mere legislation, mere combinaton, much less such 
expedients as resort to a tariff on imports, or exclusion of immi- 
grants, or government or municipal ownership, are real economic 
factors affecting the amount of wages. They are extra- 
economic. The standard of living of the American workman is 
not fixed by legislation or by combination, but by industrial 
capacity of labor and capital, and by natural resources. To 
ignore economic forces and conditions, and to rely upon expedi- 
ents and exploitation, does not appear to the economist to be a 
policy of “enlightened”’ selfishness. 


Joun CuMMINGS 
UNIVERSITY oF CHICAGO 





NOTES 


A STATISTICAL POINT IN RICARDIAN THEORY OF 
GOLD MOVEMENTS 


Mr. Whitaker, in the Quarterly Journal of Economics, Feb- 
ruary, 1904, treating of “The International Movement of Specie,” 
presented certain statistical data which, it was claimed, verified the 
Ricardian theory. There is no intention to discuss in this note the 
theoretical questions raised by Mr. Whitaker. The only purpose 
here is to inquire into the value of the statistical data employed in 
the verification of the Ricardian theory. 

Mr. Whitaker states the Ricardian theory of the international 
movement of specie briefly as follows: 

The theory does not at all assert that prices maintain a different level 
in different countries. The stages in the process described by the doctrine 
are stated separately as (1) gold inflow, (2) rise of prices, (3) extra import 
of goods, (4) counterbalancing gold outflow. It is not meant that this 
process takes place in several disjointed steps with a certain interval of time 
between each. The steps are disjointed only in the analysis. As the first 
inflow sets in, while it is running, the resisting price forces are generating.’ 


In order to substantiate this theory, a series of charts was pre- 
sented. Chart I of this series 
shows the course of the loans and discounts of the Associated Banks of 
New York City during a period of six months, from December 13, 1902, to 
May 9, 1903, in relation to the reserves of these banks for the same period. 
But, as indicated on the margin, the course of the reserves for any given 
series of dates is placed directly under that of the loans for a period just 
three weeks later.’ 


The author then continues: 

The movement of the loans is (in part) a consequence of the movement 
of the reserves; and it was found that, with remarkable uniformity, it takes 
three weeks for the change in reserves to work their effect on the loans.” 


The argument that surplus reserves cause loans, and hence an expan- 
sion of credit is presented as a link in the chain of sequence by 
which the inflow of gold from foreign countries affects the price- 
level. 

1 Quarterly Journal of Economics, Vol. XVIII, p. 238. 

2 Ibid., p. 243. 
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It may be noted that the data above mentioned were given for 
a period of expansion in business activity. During such a period 
capital of every kind is being well used, and the correspondence 
between the reserves and the amount of loans pointed out by Mr. 
Whitaker would be expected. In the New York banks from which 
the data are taken the lower limit of the ratio of bank reserves to 
liabilities is fixed by law at 25 per cent. and in a period\of business 
expansion the bank does not keep a reserve much in excess of this 
minimum. If the bank needs more money for increasing loans, this 
may be had by cashing some of its assets, or by borrowing cash at 
home or abroad on collateral of a stable and recognized value. The 
question may be raised whether the bank reserves are secured to 
meet the need, or the need is created by the automatic appearance of 
the bank reserves and the lowering of the rate of discount. 


TABLE I 


RATIO OF RESERVES TO DEPOSITS IN THE NEW YorRK CLEARING HovusE BANKS 
IN THE YEARS 1902 AND 18943 
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* The data from which these ratios were calculated are found in the weekly 
Commercial and Financial Chronicle. The data for Chart I were taken from the 
same journal. 
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CHART I.—Loans, DiscouNTS AND RESERVES OF NEW YORK CLEARING-HOUSE BANKS 
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RESERVE OF SAME BANKS 


Chart I together with Table I raises anew the question of the 
relation of bank reserves to price fluctuations. If the calculation 
of the percentages of reserves, as made in Table I, be made for the 
longer period, January 1, 1894, to September 1, 1898, the percent- 
ages will be found to vary between 27 and 45.2, averaging approxi- 
mately 32. During this period of about four years there might have 
been at any time an expansion of credit and a rise of prices, so far 
as reserves are concerned. The fact that no pronounced expansion 
of credit occurred in this period seems to discredit Mr. Whitaker’s 
conclusion that, in general, surplus reserves create an expansion of 
credit and rise of prices. 

The loan item, as quoted in the Commercial and Financial 
Chronicle, shows that a pronounced expansion of credit began 
about July, 1897. Yet the reserve item did not vary widely from 
two hundred millions of dollars during the period between the 
months of January and September of this year. It seems fairly 
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clear that it was not the surplus reserves which created the expan- 
sion of credit and rise of prices beginning at this time. Indeed, it 
has been pointed out by another author‘ that this expansion of 
business was initiated by a widening of demand. due, in part, to the 
war with Spain. It has also been shown that the large crops in 
this country, accompanied by small crops abroad, favored the initia- 
tion of a credit expansion. The expansion of demand for Ameri- 
can products was based, not on large bank reserves, but on .an 
increased demand from the ultimate consumers of American wares. 
Does not the theory proposed by Mr. Whitaker assign an undue 
importance to bank reserves as a cause of inflations of credit? Was 
Mr. Whitaker justified in claiming that the data from the New 
York banks, for a period of only six months, were sufficient to 
justify his important conclusions from Chart I? If there is any 
truth in his theory, does it not require restatement and modification ? 
But Chart I of Mr. Whitaker’s article was presented by him as 
only indirectly corroborative of the Ricardian theory. The specific 
evidence in confirmation of the theory was presented in Chart IT, 
drawn to show the reaction of gold movements on merchandise 
movements for the years 1889-1903. This chart (II) is designed to 
prove that increased exports of gold are accompanied by a fall of 
prices, which in the succeeding year is followed by an increased 
export of merchandise. Likewise, a fall in the exports of gold, or 
an increase in the imports of gold, is accompanied by a rise in 
prices, which in the succeeding year is followed by a fall in the 
exports of merchandise. There was accordingly a line representing 
the exports and imports of gold, and beneath this line another 
representing the increase or decrease of the exports of merchandise 
compared with the excess of the year just preceding. The latter 
line was so drawn that every section was directly under the sections 
of the first line for the year preceding. According to the Ricardian 
theory, a rise in the exports of gold would be accompanied by a fall 
of prices, and there would consequently be a corresponding rise 
in the exports of merchandise in the succeeding year. There should 
therefore be a correspondence in the up-and-down movement of 
the lines drawn as above indicated. In such a correspondence Mr. 
Whitaker found satisfactory verification of the Ricardian theory. 


*Veblen, Business Enterprise, p. 194, n. 1. 


5 Andrews, “The Influence of the Crops upon Business in America,” 
Quarterly Journal of Economics, May, 1906. 
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CHART II.—RELATION oF GOLD AND MERCHANDISE MOVEMENTS 
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AA.—Curve of U. S. net gold exports or imports in millions of dollars. 

BB.—Curve of U. S. net excess of exports or imports of merchandise compared with the excess of the 
receding year. 

CC.—The same as BB, except drawn to time schedule below chart. 

DD. —Curve showing the increase or decrease of ood year’s product of cotton, wheat, pig iron, and steel 
compared with the excess of the preceding ye 

All curves except CC are drawn to time schedule dove chart. 


Instead of taking the period 1889-1903, let us take the longer 
period 1870-1903. In our Chart IJ, given herewith, we present 
from the same data and in the same position, the lines AA and CC, 
which were drawn in Mr. Whitaker’s Chart II. There is added, 
however, the line BB plotted from the same data as the line CC, but 
by the time schedule above the chart. 

It will be observed that there is almost a uniform lack of corre- 
spondence in the up-and-down movements of the two lines AA and 
BB. The explanation of these data seems rather simple, and does 
not require the round-about theory proposed by Mr. Whitaker. 
When the excess of exports of commodities increases, the excess of 
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*Column D is expressed in annual increases over excesses of preceding 
year. The products of extractive industries taken for the chart are cotton, 
wheat, pig iron, and steel. After selecting for units a bale of cotton, fifty bushels 
of wheat, two tons of iron, and two tons of steel, respectively, the sum of the 
amounts of the annual output of these four commodities was taken for the 
annual product of extractive industries. The numbers were then expressed in 
millions, and the comparative increase of the output of each year over the excess 
of the preceding year was calculated as indicated under B. The data were 
taken from the Monthly Summary of Commerce and Finance for the first 
quarter of the fiscal year ending June 30, 1904. For the purposes of the chart, 
the annual output of extractive industries for each year was considered as 
belonging to the succeeding fiscal year. 
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exports of gold decreases at the same time, because there is a larger 
balance due us from foreign countries. The fact that there is this 
necessary and natural lack of correspondence, in the up-and-down 
movements of the lines 44 and BB, would require some appearance 
of correspondence if the line BB were moved back one year to the 
position CC which was assigned the line in Mr. Whitaker’s chart. 
But there would be just as good a correspondence if the line BB 
were moved forward instead of back one year, as suggested by Mr. 
Whitaker. By moving the data forward one year the correspond- 
ence would tend to show that gold movements tend to follow 
merchandise movements, which is just the reverse of Mr. Whitaker’s 
conclusion. The data, therefore, seem to be worth nothing for 
Mr. Whitaker’s purposes. 

But, to examine this point further, let the line DD be drawn to 
represent the annual product of cotton, wheat, iron, and steel in 
the United States. The product of each year is considered as 
belonging to the succeeding fiscal year (ending June 30), as its 
exportation will probably fall in this year. There appears here some 
relation between the variation in production of our chief extractive 
products and the variation in exports. There can be no exact corre- 
spondence here because the chart does not take into consideration 
the productiveness of foreign countries, and the special conditions 
of the financial panics during this period. At least, this line throws 
some light on the following statement made in the article under 
review : 

But as the excess of exports increased through these years, it rose by 
jerks. In a nutshell, it is these jerks that we find correlated with the gold 
movement. The explanation, therefore, runs as follows: Dynamical 
influences (of production and commerce, entirely independent of the Ricar- 
dian specie forces) led our excess of exports to increase generally through 
the period. But, while pursuing this general line, the excess swings from 
side to side along the course Along the dynamical path of our foreign 
commerce at one time our exports swing too far in excess even of our 
expanding debits, then again swing below them. Thus they produce flows 
of gold, at one time to the country and again from it All is accom- 
plished by gentle movements of the home price-level relatively to foreign 
price-levels." 


But, from an observation of line DD in our Chart II, it appears 
that the variation in the production of wealth in this country has a 


* Quarterly Journal of Economics, Vol. XVIII, pp. 252, 253. 
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“jerky” nature, corresponding somewhat to the “jerky” nature of 
_ the line representing the imports and exports of gold. The varia- 
tion in a country’s production of wealth suitable for exportation 
may, therefore, so far as the data are concerned, be looked upon as 
the dominant force in determining the variations in exports of 
goods and exports of gold. The data presented in Chart II seem to 
be without value for the purpose of verifying the Ricardian theory. 

There is no intention, in this note, to set up a positive theory of 
the international movement of specie. The only purpose is a criti- 
cism of the use of certain data for the verification of the Ricardian 
theory, and to show that the same data might be used, perhaps more 
convincingly, for the purposes of casting some doubt on its 


sufficiency. SPURGEON BELL 
UNIVERSITY OF CHICAGO 
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The Future in America. By H. G. Wetts. New York and 
London: Harper & Brothers, 1906. 8vo, pp. 259. 


No living author is perhaps better qualified to write about 
America than Mr. Wells. His intelligence, his open-mindedness, 
his penetration, his training in economic and sociological methods, 
were made evident in his Anticipations and Mankind in the Making. 
In his latest volume he appears in a somewhat new role. He 
wishes to translate certain formulae into living realities. He comes 
to America to study its tendencies and on the basis of his observa- 
tions to forecast the probable future. While on the Atlantic steamer 
on his way to New York he writes: 

I want to cross the Atlantic ....to question more or less openly 
certain Americans, not only certain men and women, but the mute expres- 
sive presences of house and appliance, of statue, flag and public building, 
and the large collective visages of crowds, what it is all up to, what it thinks 
it is all after, how far it means to escape or improve upon its purely 
material destinies. I want over there to find whatever consciousness or 
vague consciousness of a common purpose there may be; what is their 
vision, their American Utopia; how much there is shaping to attain it; 
how much capacity goes with the will—what, in short, there is in America, 
over and above the mere mechanical consequences of scattering multitudes 
of energetic Europeans athwart a vast, healthy, productive, and practically 
empty continent in the temperate zone. 


This is rather a large order, and yet Mr. Wells has written a 
book that, if it does not satisfy the curiosity of Americans, at 
least will leave their minds clearer to the difficulties of the question. 
Mr. Wells admits the large and growing scale of national wealth in 
America. He stints no words in picturing the mere size of industry, 
buildings, ships, crowds, and cities. He compares his own experi- 
ence and observation in some of these matters with those of Dickens 
in the earlier half of the nineteenth century. He wishes con- 
clusively to demonstrate to the reader that he is fully alive to this 
material growth, that he does not underestimate its importance, 
its benefits or its possibilities; and yet—he is not satisfied. There 
is hardly a tinge of pessimism in his nature, and yet with the fullest 


174 





BOOK REVIEWS 175 


comprehension of all the progressive factors in America he doubts, 
and the doubt is seemingly a very inevitable one. 

“T believe,” he says “—passionately, as a doubting lover believes 
in his mistress—in the future of mankind.” Mr. Wells admits not 
only the material progress of America, the general high standard 
of living, but much more. He perceives, and in part at least 
admires, the hopefulness, the self-reliance, the individual alertness, 
the shrewdness of Americans ; and yet he sees something wanting— 
wanting in a profound social sense. He does not for one thing 
believe in a lot of self-complacent aphorisms or popular formulae 
as, “If each individual looks out for himself, society will take care 
of itself,” or as, “It is only three generations from shirt sleeves to 
shirt sleeves’— and similar easy abstractions. He writes as 
follows: 

Surely the greatness of life is still to come; it is not in such accidents as 
mountains or the sea. I have seen the splendors of the mountains, sunrise 
and sunset among them, and the waste immensity of sky and sea. I am not 
blind because I can see beyond these glories. To me no other thing is 
credible than that all the natural beauty in the world is only so much 
material for the imagination and the mind, so many hints and suggestions 
for art and creation. Whatever is, is but the lure and symbol toward what 
can be willed and done. 


Elsewhere he says: 
The material factors in a nation’s future are subordinate factors 


The essential factor in the destiny of a nation, as of a man and of mankind, 
lies in the form of its will and in the quality and quantity of its will. 


But the individual will for his personal concerns is not the determin- 
ing agent. 
I am told, and I am disposed to believe it, that the Americans are a 


people of great individual force of will, and the clear, strong faces of many 
young Americans .... incline me to give a provisional credit to that; 
but how far does all this possible will-force aggregate to a great national 
purpose ?—What algebraically does it add up to when this and that have 
canceled each other? That may be a different thing altogether. 


And so beyond the glitter, the show, the luxury, the immense 
activity and enterprise of America he looks to find something else, 
and he is not sure but that it is wanting—a want of some national 
human purpose consciously working out. Each person, each group 
of persons, has certain interests at heart; but he notes a lack of 
civic discipline, a lack of organization of the state, a lack of achieved 
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national result. In chapter 5 he gives a brief survey of the historical 
origin of American political institutions. The subject-matter of 
this chapter is not new, yet for the busy, eager American has ele- 
ments in it of a liberal education. Americans too readily assume 
that prevailing conditions in this country are wholly natural and in 
essence have always existed. This is a mistake resulting from sheer 
ignorance. No nation, the author holds, can expect to survive and 
progress that is interested altogether or mainly in merely industrial 
efficiency, that does not take into account its own past and its future. 
It must look, nationally, so to speak, both before and after. It must 
have a human end in view. Differences of individual opinion are 
inevitable and even necessary, but there must be also a common 
ground of achieved and augmenting result. The political philosophy 
of the eighteenth century to which he refers was valuable, even 
noble, in its day, but it was in a great measure a philosophy founded 
on a reaction against absolutism. It was negative. Now freedom 
is not attained merely by absence of government interference. It 
is a positive thing to be achieved by the solution of great human 
and economic problems. Are we Americans to be forever held in 
bondage by the negative philosophy of the eighteenth century? Or 
at least may we not interpret the eighteenth century ideals to meet 
the needs of the twentieth century? Mr. Wells evidently sees the 
signs of a coming change in our point of view. 


My impression is clear that he [Roosevelt] and all the world of men he 
stands for have done forever with the threadbare formulae that have served 
America such an unconscionable time. 


The corruption from which America is suffering in political and 
corporation circles is neither a wholly surprising fact to Mr. Wells 
nor a very depressing one. He admits that there is perhaps some 
ethical confusion in this country, but disbelieves the existence of any 
fundamental dishonesty. Nor does he attribute this corruption to 
the greed either of politicians or of the leaders of industry. He 
withholds any very direct explanation of these conditions, but 
between the lines it is not difficult to get his meaning: “All men are 
equal at the great game of business. You try for the best of each 
bargain, and so does your opponent You play fair and 
hard.” Evidently Mr. Wells does not believe that this method 
exclusively pursued produces the best results. 


This is the reality of American corruption, huge, exclusive pre-occu- 
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pation with dollar-getting. What is called corruption by the press is really 
no more than the acute expression in individual cases of this general fault. 


He adds ironically : 

I wish I could catch the soul of Herbert Spencer and tether it in 
Chicago for awhile to gather fresh evidence upon the superiority of unfet- 
tered individualistic enterprises to things managed by the state. 


Mr. Wells takes little interest in the campaign of personalities which 
seems at the present moment to be an obsession in America. 

In a game [he is speaking of business in America] which is bound to 
bring the losers to despair it is childish to charge the winners with murder. 
It is the game that is criminal. 


From scattered sentences as well as from the general tenor of his 
book one may get the gist of his criticism of the sources of corrup- 
tion. The economic and political disorders from which we seem 
at present to be suffering in America are attributable in his opinion 
to general causes for which all are nearly equally responsible. And 
they can be cured, not by an outburst of brutalities and insults, but 
by political and social action, by strengthening the powers and 
organization of the state, and by securing to each one the rewards 
of effort within the limits of public welfare. For the general out- 
line of a programme to carry this reform into effect the reader will 
have to consult the book itself. 


GARRETT DROPPERS 
UNIVERSITY OF CHICAGO 


The Taxation of the Gross Receipts of Railways in Wisconsin. 
By Guy Epwarp Sniper. [Publications of the American 
Economic Association,” November, 1906.] 8vo, pp. viii+ 
138. 

This paper presents numerous facts of interest to the student of 
taxation and is valuable as an investigation of original sources. 
The author attempts to justify the acceptance of gross receipts as 
the basis for taxation of railways from the experience of Wis- 
consin, Michigan, Missouri, and Iowa, with different methods of 
taxation. The main argument he advances in favor of the tax on 
gross receipts is its simplicity of administration in comparison with 
the ad-valorem tax. However, he considers that the tax on gross 
receipts is not without its defects, even from the point of view of 
administration. There is difficulty in determining the mileage upon 
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which the tax should be assessed, in accurately defining and ascer- 
taining gross receipts, and in determining what proportion of the 
gross receipts of an interstate line should be credited to a particular 
state. 

The market price of stocks and bonds is not a practical criterion 
for the valuation of railways, because in many cases the securities 
are not on the market (p. 65). Nor do the securities quoted repre- 
sent the property appraised. “The value of stocks and bonds .. . . 
includes localized property not used for railway purposes and locally 
taxed—perhaps even located in different states” (p. 66). Stock- 
exchange practices and the desirability of securities for purposes of 
control vitiate market price as a basis for valuation. “The market 
value of stocks and bonds is sometimes inflated beyond the real 
value by these circumstances of control” (p. 68). 

Unfortunately, the author fails to show why value due to 
stock-exchange practices and to the desirability of control is not 
as proper a subject for taxation as any other form of value. Talk 
of market value not corresponding with real value is naive, to say 
the least. The same is true of the following statement, which, if 
taken seriously, would constitute an objection to taxing any class 
of property upon the basis of market value: 


It is doubtless true, however, that, while the few shares transferred on 
the exchange may bring a given price, if the total number of securities were 
placed on the market, the price would decline so materially that the price 
paid for the few would be no indication of the market price of the whole 
(p. 68). 


Although the author condemns the market value of stocks and 
bonds as a basis of taxation yet one of his arguments for the plan 
he advocates is: 


There is so marked a relation between the amount of gross earnings per 
mile and the market price of stocks and bonds per mile that, while gross 
earnings cannot be said to be an absolutely accurate guide, they are a fairly 
reliable measure of the extent that market price indicates value (p. 70). 


He reaches this conclusion after presenting figures that show 
wide variations in the ratio of gross receipts and market value. 

Rejecting the market price of stocks and bonds as an index to 
the value of railway property, he accepts net earnings as a satisfac- 
tory standard (pp. 70, 71). However, in a preceding footnote he 
had remarked: 
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Too great weight should not be given to results based upon the statistics 
showing net earnings. The term “net earnings” or “receipts” is used by 
railway officials to describe several different items, as may be seen by an 
examination of railway reports (p. 60). 


After examining the experience of Missouri, Iowa, and other 
states with the ad-valorem tax, the author concludes: 

The inequalities in the ad-valorem system are especially insidious and 
dangerous. They are not due to some circumstance within the industry, as 
in the gross-earnings tax, but are forced from the outside and to a great 
extent are due to political causes (pp. 98, 99). 


While he shows that the assessment upon the ad-valorem basis 
in Michigan and Wisconsin is not perfect, yet it appears from the 
facts he presents that the ad-valorem tax as applied to railways has 
been superior in these states to the tax on gross receipts. 

His final conclusion is against the utility of attempting to secure 
equality of taxation. In the place of the principle of equality he 
would substitute the idea of “social utility” (pp. 118-21). However, 
he fails to indicate clearly the connotation of this term. 

Would not the adoption of the vague principle of “social utility” 
be equivalent to the abandonment of all definite bases of taxation? 
What is social utility? The ideal of equality is difficult to attain, 
but no system of taxation that does not attempt to equalize burdens 
will ever find acceptance in the popular consciousness. Property 
as the measure of ability and obligation to pay taxes certainly has 
its disadvantages, but it is superior to the indefinite generality 
“social utility.” The fundamental defect in the author’s argument 
is that it fails to recognize the necessity of considering the taxation 
of railways as a part of a general system of taxation. No matter 
how simple the administration of a tax may be, the tax is unjusti- 
fiable if it tends to produce inequality in the distribution of burdens. 
It may be shown from the data presented in the monograph that the 
tax on gross receipts does this even among railways, to say nothing 
of railways and other property. 

University oF CHICAGO Rosert Morris 


The Lodging-House Problem in Boston. By ALBERT B. WOLFE. 
[“Harvard Economic Studies,” Vol. II.] Boston: Hough- 

ton, Mifflin & Co., 1906. 8vo, pp. 200. 
A great deal of minute observation is certainly included in this 
volume. We learn, for instance, that in the Boston lodging-house 
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bedroom brussels is more frequently used for carpet than ingrain; 
that its windows are “incumbered with lace or muslin curtains ;”’ 
that the furniture of the house is usually plush; that on summer 
evenings the lodger luxuriates on the front steps; that he—lucky 
fellow—can get his trousers pressed for fifteen cents, or a whole 
suit sponged and pressed for fifty cents. 

Considerable stress is laid upon the childless lodging- (i. e., 
rooming-) house—“The lodging-house population is not repro- 
ducing itself”—all of which impresses one as a work of supereroga- 
tion. If the author had been able to establish that the lodging- 
house population has a markedly less inclination toward marriage 
than the “boarding-house” or the “stay-at-home” population of 
similar class, the fact would have been of interest, though still not 
of much value until demonstrably correlated with its causes. No 
such correlation is established. Statistics were not available for the 
purpose, and the quasi-evidence produced on this point is practically 
valueless. Even the man in the street has never supposed that the 
lodging-house population did reproduce itself, nor conceived of this 
fact as constituting a reform problem. He has been well aware that 
the great bulk of such population consists of comparatively young 
men and women in their prenuptial stage, busily engaged in estab-- 
lishing themselves economically. When they marry they generally 
pass out into the “cottage” or “flat” population, and reproduce 
under that head, their places in the boarding-house ranks being 
supplied by the steady stream of newcomers from country or 
smaller towns to the city. 

That vice and immorality exist in the middle-class lodging-house 
goes without saying, but that they are characteristic of such places 
needs more proof than the present volume affords. Any moral 
deterioration that takes place in the “lodger” is probably more likely 
to arise from associations of working hours than from “the free 
and easy relations’ of rooming-house life. That the moral concep- 
tions of not a few of our young men and women are unfortunately 
elastic can be evidenced from the “home” and the “boarding” popu- 
lation as well as from the “rooming” class. 

Taking the volume as a whole, the student of social conditions 
will find in it much to interest him, and he will certainly credit the 
author with much conscientious industry. At the same time, he 
will hardly avoid the conclusion that valuable time and energy have 
been sacrificed to microscopic detail of trivial importance and leading 
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to nowhere in particular. A priori reasoning is far too prominent, 
though one can sympathize with the author in the extreme difficulty 
of securing reliable data. The conclusions arrived at are more or 
less unsatisfactory, and some of them comparatively insignificant, 
as the climax of nearly two hundred octavo pages of discussion. 
While the local interest of the book far exceeds its general impor- 
tance, there is much in it that will be suggestive to the observer of 
urban life. The historical side of the book is exceedingly well writ- 
ten, and there is a liberal supply of charts. The early part of the 
volume is devoted to the historical evolution and present economic 
structure of the South End (Boston) lodging-house section, fol- 
lowed by a description of the lodging-house itself. The position 
of the lodging-house keeper and the condition of the real-estate 
market of the district are then dealt with. The second half of the 
book analyzes the social and economic condition of the lodger, 
including discussions upon the relation of prostitution and of mar- 
riage to lodging-house conditions. A bibliography is appended. 


E. R. Dewsnup 
UNIVERSITY OF CHICAGO 


Messages to Workingmen. By CHARLES STELZLE. New York: 
Fleming H. Revell Co., 1906. Small 8vo, pp. 120. 


What we really have here is a plea for the church as a means of 
economic and social betterment. Economic and social problems— 
such as the conflict between capital and labor—are at bottom moral 
and religious, says Mr. Stelzle. To solve them we must get more 
brotherly love. But brotherly love is a product of the Christian 
religion. The Christian church, therefore, is the great instrument 
of economic reform—the true friend of the workingman and his 
best hope. Hence “seek ye first the Kingdom of God” through the 
church is Mr. Stelzle’s message to workingmen. 

Mr. Stelzle delivers this message in a very pleasing manner. 
His language is simple; his style spirited. He deals with familiar 
things in a familiar way. He knows the workingmen, sympathizes 
with them, believes in their organizations, wants sincerely to help 
them ; and he has a deal of common-sense which crops out frequently 
and gives an air of reality and sanity to his work. 

The fatal error of the book is just in this air of reality and sanity. 
It imparts this air to a statement and solution of the problem alto- 
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gether too simple. Mr. Stelzle apparently has not been sufficiently 
struck with the significance of the fact that workingmen and em- 
ployers are the products of heredity and environment. He appar- 
ently does not understand that the market and the workshop are 
also pulpits from which for generations sermons have been preached 
from very diverse texts six days in the week, and nine to twelve 
hours of the day. Because he does not realize this fact and its 
significance his Messages to Workingmen is a book likely to foster 
false hopes on the part of earnest philanthropic workers, and to 
comfort some others who are already too willing to cast responsi- 
bility upon Providence. 


UNIVERSITY OF CHICAGO R. F. Hoxie 


A History of the Northern Securities Case. By BALTHASAR 
Henry Meyer. Madison: The University of Wisconsin, 
1906. 8vo, pp. 131. 

Professor Meyer has added to the voluminous literature on this 
important case a careful and scholarly treatment from the economic 
view-point. The first chapters of his bulletin were written two 
years ago, but publication was delayed until the final decision was 


rendered by the Supreme Court. 

The work begins with a carefully prepared list of references, 
then gives a history of the case showing the genesis of the idea of 
a holding company, the immediate causes of organization, and the 
form of organization. The action of the state and federal authori- 
ties, and the different court decisions, are briefly and clearly analyzed. 
Half a dozen documents that have an important bearing on the case 
are printed in an appendix. 

The economic principles involved are summarized, in the con- 
clusions in chapter 10. The principal points there made are in no 
danger of being too strongly emphasized. They are: (1) that 
competition as a force to protect the public interest is out of the 
question; (2) that open concerted action of the railways, under 
public control, must supersede the tacit and illegal agreements 
which long experience shows cannot be prevented. The author says 
(p. 308): 

Opposition to the Securities Company rested chiefly upon the same 
ground that opposition to agreements among railway companies, pools, and 
all co-operative movements among carriers has generally rested. This 
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undiscriminating opposition to all forms of open concerted action on the 
part of the railways is in my mind the greatest single blunder in our public 
policy toward railways Some legislation which will enable companies 
to act together under the law, as they now do quietly among themselves 
outside of the law, is imperative. The American public seems to be unwill- 
ing to admit that agreements will and must exist, and that it has a choice be- 
tween regulated legal agreements and unregulated extra-legal agreements. We 
should have cast away more than fifty years ago the impossible doctrine of 
protection of the public by railway competition. We still need a campaign 
of education on the limitations of competition among public carriers, and 
adequate legislation for the protection of all interests where competition 
fails. 


WILLi1AmM HILu 
University oF CHICAGO 


La houille verte. By HENry Bresson. Paris: Dunod et Pinat. 
8vo, pp. xxii+278. 

To M. Bresson France owes the phrase which gives a title to 
his book. “White coal” has already come into wide use to denote 
the hydroelectric power derived from great waterfalls, especially 
from streams fed by the eternal white glaciers of the Alps. 
“Green coal” is coined by aralogy to describe the supplies of 
energy, small in the individual instance, but enormous in the aggre- 
gate, which may be drawn from the streams which rise in the 
green depths of the forest and flow through comparatively level 
country to the sea. But M. Bresson is more than a phrase-maker ; 
he is an ardent and practical propagandist. Ever since 1900, when 
experiments at his chateau of Messelino first revealed to him 
the possibilities of houille verte, he has devoted his entire energies 
to bringing his countrymen to his own enthusiastic point of view. 
In the present volume he takes stock of the available water-powers 
of Normandy, and with remarkable completeness has charted every 
milldam and waterfall in its eight departments. Already in scores of 
districts where the old-fashioned water-wheel had been forced into 
silence by the rivalry of the steam engine, turbine and dynamo are 
utilizing the wasting power again, and with French thrift even 
little ten-horse-power falls are being harnessed to light the neigh- 
boring commune’s streets. M. Bresson frankly acknowledges the 
limitations of power thus derived: its low voltage puts long- 
distance transmission out of the question, and, more important, 
summer dryness cuts the power in two. Reservoirs—French rivers 
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lack these natural lake-reservoirs which are the unique endow- 
ment of the power streams of this continent—storage batteries, and 
auxiliary gas engines will, he believes, solve the problem for power 
purposes, while as for lighting Providence has thoughtfully syn- 
chronized the periods of low water and short nights. The detailed 
and practical instructions given for utilizing this force cannot fail 
greatly to accelerate the movement throughout France. 

To the outsider interest will chiefly center in the vistas opened 
of farm-work lightened and cottage industry revised by the new 
power—possibilities which are already being rapidly realized in 
the whole Alpine region. M. Paul Leroy-Beaulieu, whose appre- 
ciative comment is quoted in the text, finds this decentralizing 
effect only second in importance to the shifting he predicts of the 
industrial balance of power from the black-coal countries which 
dominate the present—England, Belgium, Germany, and the United 
States—to the white- and green-coal countries of the future— 
France, Italy, Switzerland, Austria, and Canada. 


O. D. SKELTON 


KINGSTON, ONTARIO 


The Investments of Life Insurance Companies. By LEsTER 


W. ZarTMAN. New York: Henry Holt, 1906. 8vo, pp. 
259. 

It is not clear to precisely what market this book is intended to 
appeal. For the non-technical reader, over-much familiarity with 
the general theory of life insurance appears to be assumed, while, 
for the more technical reader, a large part of the material presented 
could well have been omitted as matter of common knowledge. 

It is, however, at the same time true that the book contains 
an exhaustive, careful, and laborious assembling of materials not 
readily accessible to the investigator, and that these materials are 
analyzed and digested with temperate judgment and with great 
practical insight. The author’s conclusions appeal to the reader as 
thoroughly sane and the recommendations as wise and salutary. 

From the point of view of economic doctrine in the stricter 
sense, some question might be raised as to the validity of the tacit 
assumption that all individual saving—no matter by whom made 
or how directed—is socially advantageous—that is that saving is 
per se, and without modification, a desirable thing; but adequate 
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consideration of this problem would doubtless have carried the dis- 
cussion too wide afield. And yet some of the fundamental problems 
of life insurance lie in that direction. 

An ocasional bit of careless rhetoric and even, now and then, 
a slip in syntax, are perhaps fairly to be ascribed to the lack of 
thorough proofreading: unfortunately we all make these slips. 


H. J. Davenport 
University oF CHICAGO 


NOTICES ° 


Building Societies. By Str Epwarp Brasroox. London: P. S. King, 1906. 
16mo, pp. 160. 


The author, late Registrar of Friendly Societies, has undertaken to write 
“a brief, popular treatise deveioping the social value of building societies, and 
advocating their extension on right principles.” The importance of the build- 
ing-societies movement in England may be inferred from the following figures 
for 1904: number of societies registered, 2,075; membership, 609,785; income, 
£38,729,009; mortgages held, £53,196,112; other assets, £14,952,485. The 
author discusses the building society as a social agent, as a means of thrift, 
as a matter of business. He points out certain dangers to be avoided, and con- 
cludes that the building societies of England, having profited by the severe 
lessons of past experience, have entered upon a career of continuous improvement. 


The Industrial Revolution. By CuHartes Bearp. With a Preface by F. Yorx 
PoweELt. London: Swan, Sonnenschein & Co., 1906. 16mo, pp. xix+105. 


This is a second reprint of Mr. Beard’s essay upon The Industrial Revolu- 
tion, practically unrevised since the last issue. The author’s purpose, in which 
he has succeeded well, has been to “supply a concise and inexpensive outline 
of the industrial revolution as a guide to students seeking for the first time the 
historical basis of modern social and economic problems.” Written primarily 
for the working-man, there is, as Professor Powell observes, “in its plain pages 
and its straightforward substance a good deal of food for thought, a good deal 
that is worth remembering, a good deal that is of the nature of guidance and 
warning.” The author deals with the commoner facts of industrial history 
since 1760. 


L’ Assistance aux vieillards, infermes et incurables, en France: La lot du 14 
juillet 1905. Par Apert REvILLIon. Préface de M. PAuL BEAUREGARD. 
Paris: Larose, 1906. 8vo, pp. vit+247 
Under the law of July 14, 1905, taking effect January 1, 1907, France has 

provided compulsory assistance for the aged, the invalid, and the incurable. M. 

Revillon gives a brief account of conditions and legislation prior to 1905, but 

devotes the greater portion of his treatise to an exposition of the law, which 

as a piece of social legislation is in many respects comparable in its significance 
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to the provision of compulsory insurance in Germany. The details of the law 
are generally familiar. The burden of this relief is put upon the local govern- 
ments, so far as possible. Each commune must determine what income is to 
be regarded as necessary to procure in that community the means of subsistence ; 
to this income, any indigent Frenchman, aged more than seventy years, or sick 
of an incurable disease, or incapable of self-support, may prefer a claim. The 
law not only compels the granting of relief, but establishes the right of indi- 
viduals falling into one of the specified categories to demand support, and pro- 
vides courts in which he may prefer his claim. M. Revillon discusses the 
practical difficulties which are likely to be encountered, and raises question as 
to the ultimate effect of this relief: Will it discourage individual thrift? How 
will it react upon schemes of insurance, compulsory or voluntary? It is, he 
believes, in the direction of social progress. 


Der Staat als Schuldner: Fiinf Volkshochschulvortrége. Von Le&on 
ZEITLIN. Mit einer Tabelle-Beilage. Tiibingen: Laup, 1906. 8vo, pp. 
viiit+108. 

In these five lectures the author discusses the elementary principles involved 
in the maintenance of public credit. Lecture I treats of the occasions of bor- 
rowing, the bases of public credit, and the economic and political significance of 
indebtedness. The second lecture describes the forms of indebtedness—as 
funded, floating, and non-interest bearing, including legal-tender paper money. 
Following chapters deal with the technique of interest payments, conversions, 
refunding, and redemption. In the final lecture is given a brief historical 
account of public debts, and of their present amounts in the more important 
countries of the world. This is supplemented by some general statistical tables. 
The author’s purpose is rather to popularize than to advance the difficult science 





of public finance. 


The Practice of Diplomacy as Illustrated in the Foreign Relations of the 
United States. By Joun W. Foster. Boston and New York: Hough- 
ton, Mifflin & Co., 1906. 8vo, pp. 401. 

This work treats of the utility of the diplomatic service; the rank, appoint- 
ment, reception, immunities, and duties of diplomatic agents; court dress, decora- 
tions, and presents; the negotiation, ratification, interpretation and termination 
of treaties. There are two final chapters on arbitration and its procedure, 
and international claims. The author tells us in his preface that the present 
work is designed as a companion volume and complement of his Century of 
American Diplomacy. “As the latter sought to show the influence exerted by 
the United States in the framing and improvement of international law, the 
present work is intended, primarily, to set forth the part taken by American 
ciplomatists in the elevation and purification of diplomacy; and, secondarily, to 
give in popular form, through such a narrative, the rules and procedures of diplo- 
matic intercourse. While it is prepared for the general reader, numerous cita- 
tions of authorities are given to enable the student to pursue his investigation 
by an examination of the original sources of information.” With this purpose 
in mind the author has accomplished his task well. 
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The Pattern Nation. By Str Henry Wrixon. London and New York: 
Macmillan, 1906. 8vo, pp. 172. 


The fate of our present civilization is conceived by Sir Henry Wrixon to 
depend upon the answer which democracy makes to the question: What will 
the poor do with the rich. “Democracy, the reign of the masses under some 
form, is its destiny.” In this connection is quoted Macaulay’s statement that 
“universal suffrage is incompatible, not with this or that form of government, 
but with all forms of government, and with everything for the sake of which 
forms of government exist; that it is incompatible with property, and that it is 
consequently incompatible with civilization.” In the United States the ‘“ma- 
chines,” the Constitution, and the Supreme Court, together with the use and 
misuse of accumulated wealth for political purposes, and a spirit of individualism 
have thus far inhibited the practical working-out of the popular will; but those 
checks cannot be expected to be permanently effective. Ultimately the people will 
yield to “the charm of political relief for industrial ills.’ The pattern nation 
makes its socialist experiments, but when the “delusive experiences of semi- 
socialism” are lived through, choice must be made between freedom and social- 
ism. The people will in that crisis choose freedom. “But if they do not, what 

Why, in that case it will be made clear that the present era of 
civilization has run its appointed course. The element of progress will be gone. 
Things move quickly in our time, and the present century will see either 
socialism discredited or Europe declining.” In an appendix the demands of 
the labor party in England are cited in evidence that the revolution feared by 
Macaulay is already begun. 


Mexico’s Treasure House (Guanajuato): An Illustrated and Descriptive 
Account of the Mines and Their Operations in 1906. By Percy F. 
MarTIN. 44 pages illustrations; 6 panoramic views; 2 maps and dia- 
grams. New York: The Cheltenham Press, 1906. 8vo, pp. 259+vi. 
Except for the presumption that Mr. Martin’s account is disinterested and 

true, though exceedingly enthusiastic, this elaborately gotten-up book might be the 

gilt-edge prospectus of a syndicate to take over certain mining properties, with a 

view to floating them upon the public. As one reads, one has a subconscious 

feeling that the following page or chapter will uncover the proposition; but 
as no scheme develops, the conclusion is finally forced upon one that here are 
great treasures which the investing public, excepting the late Cecil Rhodes, has 
somehow not appreciated at their full value. Cecil Rhodes declared himself to 
be “not blind to the unison of opinion as expressed by scientists and experts 
that Mexico will one day furnish the gold, silver, and copper of the world; 
that from her hidden vaults, her subterranean treasure-houses, will come the 
gold, silver, copper, and precious stones that will build the empires of tomorrow 
and make future cities of this vorld veritable New Jerusalems.” Mr. Martin is 
anxious that the Anglo-Saxon races, which “have already ‘cornered’ four-fifths 
of the gold-producing mines of the world,” shall be informed regarding Mexico’s 
hidden treasures. Except for a saving clause introduced in his concluding 
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paragraphs, to the effect that even in Mexico “every recurring day has its 
delights and its delusions,” one might infer that mining in Mexico is not a 
speculation, but a safe employment for trust funds. 


Report on the Physical Condition of Fourteen Hundred School Children of 
the City, together with Some Account of Their Homes and Surround- 
ings. City of Edinburgh Charity Organization Society. London: P. S. 
King & Son, 1906. 8vo. 5s. 

Every care has been taken to make this investigation of the physical condi- 
tion of fourteen hundred school children of Edinburgh thorough and searching. 
The work is an admirable example of painstaking gathering of statistics and of 
their effective presentation. In the case of each child the home was visited, 
answers to an elaborate schedule of questions were checked up by reports from 
all authorities accessible, and the whole was intelligently commented on by the 
investigator. The result is a most depressing account of economic and moral 
poverty, which, although the compiler attributes it to an excessive indulgence 
in strong drink, he claims is aggravated by unsystematic and indiscriminate 
charitable relief. 


Retaliatory Duties. By H. Dietzer. Translated by D. W. Simon and W. 
OsporNE Bricstocke for the Unionist Free Trade Club. London: 
Unwin, 1906. 8vo, pp. 128. 


Professor Dietzel’s thesis around which he has written this little treatise 
upon international trade policies, may be summed up in the words of Lord 
Salisbury to the effect that “retaliation is rational if by its means we can obtain 
freer access to foreign markets.” The dangers of the policy, are, however, indi- 
cated; aside from self-inflicted injuries involved, they lie chiefly in the creation 
of vested interests under the retaliatory duties, which ultimately demand protection. 
Retaliatory duties thus tend by imperceptible degrees to become protective 
duties. Reciprocity is discussed as being practically one variant of the retaliative 
policy. In this connection the experience of Germany since 1891, with especial 
reference to the campaign of 1902 and the working of Biilow’s policy of recipro- 
city is cited. Such a policy has, according to the author, a “twofold fatal effect,” 
in stimulating the “outbreak of an international arming epidemic” of tariff 
legislation abroad, and at home in “unchaining hankerings after protection by 
exciting hopes of higher duties. 
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